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John Deere had another strong year in 2018. Net sales and 
revenues climbed to $37.36 billion — the second-highest level ever. 
Net income increased 10 percent, to $2.37 billion, or $7.24 

per share. Results benefited from better market conditions 

and a favorable customer response to the company’s lineup 


of advanced products. 


NET SALES & SHAREHOLDER NET INCOME 
REVENUES VALUE ADDED* (attributable to Deere & Company) 


$37.36 $1.86 $2.37 


BILLION BILLION BILLION 
UP 26% UP 45% UP 10% 


$37,358 $1,860 $2,368 
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The amounts shown in the charts above represent millions of dollars. 
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BETTER MARKETS, 


SOUND BUSINESS MODEL 


LEAD TO IMPROVED YEAR 


John Deere extended its record of strong performance 
in 2018. Among our achievements, we launched new 
products with the latest technology and advanced features, 
expanded our market presence throughout the world, 
and updated the ambitious strategic plan that will guide 
our efforts in coming years. We also made progress 
integrating newly acquired companies expected to play 
an important role in our future. On the financial front, 
sales and net income were among the highest in 
company history. 


In 2018, Deere reported net income of $2.37 billion, 

a 10 percent increase and the fifth-highest total in our 
history. Net sales and revenues rose 26 percent, to 
$37.36 billion. One-time charges associated with recent 
changes in the U.S. tax code reduced earnings by 
about $700 million. Operating profit was up 25 percent. 


The company generated healthy cash flow as well as 
$1.86 billion in economic profit, or Shareholder Value 
Added* (SVA). SVA equals operating profit minus an implied 
cost of capital. It is our primary measure for managing 
the company and making investment decisions. 





The R4030 model represents a lineup of 
our most accurate and productive 4-series 
sprayers. Ideal for customers who want to 
minimize crop and soil impact, it can be 
fitted with a lighter, carbon-fiber boom 
(shown here) up to 132 feet in width. 


*SVA, referred to throughout this report, is a non-GAAP financial measure. 
See page 21 for details. 


At the same time, the company maintained 
its strong financial condition. Even after 
accounting for the acquisition of the Wirtgen 
Group, Deere’s equipment operations ended the year 
with a healthy cash balance and relatively modest debt. 
Our financial-services organization remained conservatively 
capitalized as well. 


Deere’s financial performance allowed the company to 
make significant investments in advanced products, 
technologies, and growth-oriented projects. For the year, 
Deere devoted $2.6 billion to research and development 
and capital expenditures. We also returned nearly 

$18 billion to investors in the form of dividends and 
share repurchases. The quarterly dividend rate was 
increased during the year by 15 percent. (It was raised 
again, by approximately 10 percent, in December 2018.) 


Wirtgen Group, the world leader in road-construction 
equipment, has more than met our expectations in 
product performance, customer service, and financial 
impact. It has added global size and scale to our 
construction equipment business. 


Similarly, our Blue River Technology operation, acquired 
in 2017, made good progress testing its breakthrough 
see-and-spray technology in cotton and other crops. 
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Four new S700 combine models feature our 
most advanced grain-harvesting technology. 
They deliver significant improvements in operator 
comfort and “smart” technology, leading to 

more efficient harvesting. 








Gator XUV835 and XUV865 models offer our quietest cab, three-wide 
seating, and heating and air conditioning. The 54-horsepower gas-powered 
XUV835 and the diesel-powered 23-horsepower XUV865 feature tight 
turning and optimal weight distribution for off-road performance. 


Blue River puts Deere ina prime position to develop strong 
expertise in machine learning and artificial intelligence 
and to offer these capabilities to customers. 


Along with vehicle automation and electrification, artificial 
intelligence has the potential to reshape our industry. 
No one should doubt our resolve to secure and maintain 
a position of leadership in these areas. 


In this year’s report, you will note a clear theme. Although 
we've been around for close to two centuries, John Deere 
has a fresh and youthful outlook. We're eager to innovate 
and lead. We're committed to serving customers better 
than anyone else. And though we're proud of our heritage 
and the many advantages it gives us, we're determined 
to make the future even more promising. 


BROAD PRODUCT LINEUP WINNING CUSTOMERS 


Deere's largest business, Agriculture & Turf (A&T), reported 
a significant increase in sales, reflecting both better 
market conditions and success gaining new customers 
throughout the world. Operating profit climbed to 

$2.8 billion, a 12 percent increase over 2017. Replacement 
demand for new equipment and customer enthusiasm 
over innovative new products featuring the latest in 
precision technology drove the improvement. 


With help from a stronger economy and the Wirtgen 
business, results for Construction & Forestry (C&F) improved 
dramatically. Sales increased by 78 percent, exceeding 
$10 billion for the first time, and operating profit more 
than doubled, to $868 million. Wirtgen accounted for 
about two-thirds of the sales growth. 


Growth was further boosted by improvements in the 
North American housing market and sales to the oil and 
gas sector. C&F achieved market-share gains in many 
key equipment categories. 
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Deere’s financial services organization delivered another 
year of solid results while providing competitive 
financing to our customers on an increasingly global 
scale. Net income rose to $942 million — or S601 million 
without one-time accounting adjustments related to 
the 2017 U.S. tax law. The loan and lease portfolio grew 
by 7 percent, to $43 billion, and credit quality remained 
exceptionally strong. 


GLOBAL TRENDS SUPPORTING GROWTH 


Our record of performance has provided a sturdy foundation 
for the company to capitalize on trends of great power 
and promise. As we've discussed with you in the past, 
these trends center on a growing global population and 
development of an emerging middle class in many parts 
of the world. 


As Deere has seen countless times in 
its history, farm cycles follow a natural 
rhythm and commodity prices often 
exhibit wide variation over short periods. 


Demand, however, determines the success 
of farmers and others in the agricultural 
community. And, in the case of farm products, 
the demand story is a hopeful one. 


Since 1960, global consumption of grain and oilseeds has 
declined in only three years and risen without interruption 
for more than two decades. Agricultural production, 

it is generally agreed, will have to nearly double over the 
first half of the century to keep pace with demand. 


At the same time, people are migrating to cities ina 
major way. Urbanization, among its benefits, brings 

a greater need for roads, bridges, buildings, and other 
types of infrastructure. A more urban population 

also spurs development of an economic middle class, 
whose taste for meat and livestock products adds to 
the call on grain. 



















AT THE HEART OF OUR 


PURSUING A FAR-REACHING 
STRATEGY 


These factors bode well for Deere’s 
future and underscore our ambitious 
operating strategy. The plan was 
updated in 2018 to put even more 
emphasis on technology, global growth, 
and standout financial performance. Our strategy, above 
all, aims to establish a cost structure flexible enough and 
a business and product lineup versatile enough to produce 
solid financial results under virtually all market conditions. 


Under the updated strategy, Deere will build on its global 
preeminence in agricultural equipment and strengthen 
its position as a global leader in construction equipment. 


Deere’s businesses, though very different, are meant to 
work together and operate in an integrated manner. 

Our turf and forestry equipment operations have growth 
opportunities of their own and help our dealers broaden 
their customer base. Supporting businesses such as 
intelligent solutions, parts, and engines help our equipment 


STRATEGY: AN INTENSE 
COMMITMENT T0 
INNOVATION AND QUALITY. 


divisions deliver better products for customers, while 
financial services helps facilitate sales throughout 
the world. Together, these businesses aim to produce 
the highest overall returns for investors. 


At the heart of the strategy is an intense commitment 
to innovation and quality. Throughout our history, 
both have proved crucial to expanding our global presence 
and providing customers with exceptional productivity 
and reliable performance. 


Deere’s strategic plan emphasizes the importance of 
becoming a techno-industrial leader. It lays out a clear 
vision for attaining industry-leading positions in vehicle 
automation and autonomy, digitalization, and the life-cycle 
management of our products. 


Deere's SmartGrade motor graders are the industry's first 
to feature a fully integrated grade control system that eliminates 
vulnerable external antenna masts and cables. 
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Deere’s plans, in addition, reinforce its strong relationship 
with dealers. Their expertise and connection to customers 
give Deere a powerful, hard-to-copy, competitive 
advantage — and we are more committed than ever to 
their success. 


Finally, the strategy sets forth even more aggressive 
financial goals. Target mid-cycle operating margins (return 
on sales) have been raised from 12 to 15 percent. This 
reflects our determination to manage costs and achieve 
growth through highly profitable businesses and products. 


ADVANCED TECHNOLOGIES, NEW PRODUCTS 
SETTING STANDARDS 


Deere's Ag & Turf division launched dozens of innovative 
products that set new standards of performance and 
drew additional customers to our brand. Highlights included 
a powerful 9000-series self-propelled forage harvester, 

a 60-foot-wide air seeder for cereal grains and oilseeds, 
and S/00-series combines, the most advanced in the 
industry. The division also updated its popular YR line of 
four-wheel-drive tractors and launched new mid-sized 
tractors and a crossover Gator utility vehicle with cab. 


Products unveiled by Construction & Forestry included 
both compact and utility loaders as well as our biggest 
reduced tail swing excavator to date. To serve the needs of 
large contractors, C&F introduced advanced SmartGrade 
motor graders. New forestry products included updated 





New L-Series II skidders (left) and wheeled feller bunchers 
(above) feature simplified designs, providing reliable, powerful 
solutions for loggers. 
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wheeled feller bunchers and skidders and new forwarders. 
As part of its road-construction lineup, Wirtgen introduced 
a surface miner and an asphalt recycler. 


Precision agriculture made major strides in 2018. 

More and more customers are realizing its productivity- 
enhancing benefits, and most of Deere’s large equipment 
now comes equipped with these advanced capabilities. 
Our popular AutoTrac precision-guidance systems are 
now available in about 100 countries, covering areas where 
the company does the vast majority of its business. 
Growers also are seeing the benefits of Combine Advisor, 
a suite of technologies that allows operators to optimize 
and automate combine operations. 


Using the John Deere Operations Center, agricultural 
customers have stored data representing more than 

125 million acres across the globe. Customers also embraced 
aservice, Connected Support, that allows their dealers 
to remotely monitor the condition of their equipment 
and send alerts when problems arise or are anticipated. 


John Deere product innovation earned further global 
recognition last year, including nine awards from a leading 
group of U.S. agricultural and biological engineers — 


Unless indicated otherwise, all capitalized names of products and services are trademarks 
or service marks of Deere & Company. 





more than for any other company. The Chicago Athenaeum 
Museum of Architecture and Design presented 

Deere with three awards for the innovative design of 
its equipment. 


ADVANCING SUSTAINABILITY IN OUR PRODUCTS 
AND OPERATIONS 


John Deere is committed to operating ina safe, 
environmentally sustainable manner and developing 
products that disturb the environment to the least- 
possible extent. 


One example is a newly introduced Easy Change oil system 
in our 100-series lawn tractors. It extends engine-oil 

life and reduces waste oil by up to 60 percent. In another 
case, certain Deere crawlers have been equipped with 

an “eco-mode” feature that improves fuel economy by 
as muchas 20 percent. 


During the year, company facilities limited greenhouse 
gas emissions, reduced water use, and recycled more 
waste. Deere’s multiyear plan to use high-efficiency 
LED lighting in its facilities worldwide saved enough 
electricity to power 1,600 homes ina year’s time. 


Wirtgen Group adds size and scale to Deere’s 

construction equipment operations. As the world 

leader in road-construction equipment, Wirtgen supplies 

a complete range of machines and services for all areas 

of road construction.-Wirtgen’s W220 large milling machine 
(above) offers a wide range of applications, including 
pavement removal. 


In another instance, our tractor factory in Dewas, India, 

began collecting runoff rain water to overcome an acute 
water shortage. The collected water is treated and used 

in daily factory operations. 


Well-known for its record of responsible citizenship, 
Deere earned a number of accolades in 2018. The company 
was included in a prominent listing of the world’s 
most-ethical enterprises for the 12th consecutive year, 
recognized for having one of the world’s top 100 brands, 


GALLONS OF OIL 


SAVED FROM ENTERING THE 
ENVIRONMENT EACH YEAR* 
USING THE EASY CHANGE SYSTEM 


* Number based on estimated quantity of 
100-series lawn tractors produced in one year. 





and named a leading employer in several countries where 
we operate. Deere also was honored as corporate 
partner of the year by the Society of Black Engineers, 
an important acknowledgement of our commitment to 
diversity and inclusion. 


BEING A POWER FOR GOOD 


Wherever we operate, Deere and its employees are 
committed to sharing with others and being a Power for 
Good. During the year, the company and its foundation 
made charitable contributions of approximately $38 million, 
helping improve lives throughout the world. These 
contributions are made with purpose; they focus on 
empowering smallholder farmers, helping local communities 
thrive, and providing educational opportunities for all. 


As in past years, Deere employees supported their 
communities through extensive volunteer efforts. 
Employees logged nearly 186,000 volunteer hours in 2018, 
moving closer to our goal of one-million volunteer hours 
over the six-year period ending in 2022. 
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Sales manager Tammy Lee helps rebuild a 
hurricane-damaged home near Houston, 
Texas. Her work is part of Habitat Hammers 
Back, a program launched by Habitat for 

q Humanity. The program focuses on 

- renovating and rebuilding homes damaged 
€ by three hurricanes that hit the Gulf Coast 
in and Caribbean in 2017. John Deere 
committed $1 million to the effort while 
employees from various Deere locations 
and dealerships pitched in. 





Deere has long believed in supporting young people with 
an interest in agriculture and in 2018 marked 75 years 

of sponsoring the national FFA student organization. 
Deere is FFA’s longest-running sponsor. 


In addition, Deere expanded its work in support of 
smallholder farmers in southeast Asia and sub-Saharan 
Africa. Deere also was named the number-one U.S. company 
for social innovation by the 2018 American Innovation 
Index Awards. Sponsored in part by Fordham University, 
the award recognizes the way a company’s activities 
and products help society. 


GAINING STRENGTH & AGILITY 


Through its performance in 2018 and other recent years, 
Deere has shown an improving ability to produce solid 
financial results even under less-than-ideal conditions. 


Our success reflects the impact of a steady investment 
in new products and markets, as well as leadership in 
emerging fields such as precision technologies. It also 
underscores our efforts to control costs and manage 
assets. Our business model has gained strength and agility, 
making Deere a more formidable competitor and a 
better investment. 


We are committed to transforming the way our customers 
work, helping them be more profitable, more productive, 
more sustainable — and even more loyal to the John Deere 
brand. What's more, we're committed to doing all these 
things in a manner that produces value well into the future 
for our investors and other stakeholders. 


Our company has enjoyed great success for many 
generations. Yet I’m proud to declare my deep belief, 
once more, that our best days are still to come! 


On behalf of the John Deere team, 


Ua 


Samuel R. Allen 
December 18, 2018 
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— Net sales and revenues increase to $37.36 billion, up 26%, EQUIPMENT OPERATIONS 


second-highest level in company history. 
2 ie — Net equipment sales rise 29% to $33.35 billion. 


— Net income totals $2.37 billion, fifth-highest in company 


history; tax charges reduce earnings by $704 million. ~ Equipment operating profit increases 29%, to 


$3.68 billion, helped by improving markets for agricultural 


— Improved financial results and continued asset discipline and construction equipment. 
produce economic profit, or Shareholder Valued Added 
(SVA), of $1.86 billion. — Cash flow from equipment operations continues to 


be strong, at $3.28 billion. 
— Reflecting company’s commitment to advanced products 


and profitable growth, R&D spending is $1.66 billion — Deere earns nine awards for product innovation from 
and capital expenditures are $969 million. the American Association of Agricultural and Biological 


Engineers for agricultural products — ranging from 


- Dividends and share repurchases total nearly $1.8 billion. the 5R series utility tractors to ExactApply sprayer-nozzle 
Quarterly dividend rate increased by 15% during year — control system. 
eighth increase since 2008. (Rate increased again, by 10%, os 
in December 2018.) — Worldwide Parts Services continues to grow, providing 
superior aftermarket support to global customers 
and dealers. 


- 5Rutility tractors updated with features and technologies 
normally found in larger tractors; results in improved 
maneuverability, cab visibility, and operator comfort. 
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2018 HIGHLIGHTS 


AGRICULTURE & TURF 


RECOVERING MARKETS, 


ADVANCED PRODUCTS SUPPORT RESULTS 


With improving markets, the Agriculture & Turf (A&T) division saw a significant 
increase in demand for its products worldwide. Customer response to advanced products 


and precision technologies was particularly strong. 


- With stabilization and improvement in global markets, A&I sales 
increase to $2319 billion versus 2017; operating profit is $2.82 billion 
compared with $2.51 billion a year earlier. 


— SVA climbs to $ 1.47 billion mainly due to higher operating profit. 


- Deere acquires King Agro, a manufacturer of carbon-fiber technology 
products, with headquarters in Spain and a production facility in 
Argentina. Company's expertise in carbon-fiber technology is being 
used in John Deere spraying equipment, offering versatility, strength, 
and durability. 


— R4044 sprayer joins Deere's self-propelled applicator lineup. Lighter 
weight, high-tech machine allows growers to cover more acres per day 
and make more accurate applications under tough conditions. 


- John Deere Operations Center, a set of online tools that provides 
access to farm information and helps customers manage data, grows 
to provide coverage of over 125 million acres globally. 
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In 2018, Deere acquired PLA, a manufacturer 


$2,816 
$2513 
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of sprayers, planters, and specialty products for 
agriculture. PLA, based in Argentina and with 
facilities in Brazil, allows Deere to better serve 
markets in Latin America. 


2018 HIGHLIGHTS 


CONSTRUCTION & FORESTRY 


STRONG CONSTRUCTION SECTOR 


DRIVES SALES, GROWTH 


Construction & Forestry (C&F) performance was bolstered by sales 
from Wirtgen road-construction business, healthy U.S. housing market, 


and growth in oil and gas sector. 


— C&F sales jump 78% to $10.16 billion; operating profit rises 151% 
to $868 million; Wirtgen adds about $3 billion to division sales and 
operating profit of $116 million. 


— Division launches significant new products focused on customer needs. 
Included are industry’s first fully-integrated motor grader that 
eliminates vulnerable masts and cables. Also launched are compact 
and utility loaders and largest Deere excavator to date. 


— New technology for forestry products includes TimberMatic Maps 
and TimberManager, software tools to enhance machine connectivity 
and communication. 


— Wirtgen acquisition completed; business delivers strong performance 
and adds global size and scale to Deere’s construction business. 


— Strong product sales and expanded distribution network drive gains 
in China construction market. 
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FINANCIAL SERVICES 


DIVISION ENABLES ~~ 
SALES GROWTH, PROFITABLE 
PERFORMANCE GLOBALLY 


John Deere Financial Services (JDF) reported another year of strong results 
in 2018, while supporting the sale of company equipment worldwide. 
































- In support of equipment sales globally, division offers financing 
and financing services in more than 50 countries; portfolio outside 12) 
U.S. and Canada shows further growth. $70] wi o75 
OPERATING 
— JDF net income rises to $942 million (operating profit $792 million) as PROFIT 
a result of higher average portfolio, lower credit losses, lower operating 
lease losses, and U.S. tax-law changes. 
- Global portfolio of financed receivables and leases increases by 7% — or 
about $3 billion — reaching $43 billion at year end. SD - 
- Credit quality remains strong with provision for credit losses as a SAT pm ES 
percentage of the average portfolio below 10- and 15-year averages. 2016 2017 2018 


- SVA reaches $70 million due to higher profit, with contributions from 
all geographic regions. 


- Division makes significant investments in new technologies and 
capabilities, expanding digital services such as e-signature, e-statement, 
and dealer-inventory tracking. 


- Auto qualification of loans in the U.S. allows dealers to adjust 
loan terms in order to create instant acceptance and drive higher 
equipment sales. 


 LEanegsie 1 Tea — = 


J hee 





Samuel R. Allen (43) Deere leadership team shown with a S770 combine and 
Chairman and Chief Executive Officer an 8400R tractor at company headquarters in Moline, Illinois. 
Jean H. Gilles (38) From left: John C. May, Marc A. Howze, James M. Field, 

Senior Vice President (retiring January 2019) Markwart von Pentz, Samuel R. Allen, Rajesh Kalathur, 


Cory J. Reed, Mary K.W. Jones, and Jean H. Gilles. 
Marc A. Howze (17) 


Senior Vice President and Chief Administrative Officer 


Mary K.W. Jones (21) 


Senior Vice President, General Counsel and Public Affairs 


Rajesh Kalathur (22) 
Senior Vice President, Chief Financial Officer, and 
Chief Information Officer 








Divisions 
James M. Field (24) 


President, Worldwide Construction & Forestry and Power Systems 


John C. May (21) 


President, Worldwide Agriculture & Turf Division: Americas and Australia, 
Global Harvesting and Turf Platforms, and Ag Solutions 


Markwart von Pentz (28) 
President, Worldwide Agriculture & Turf Division: Europe, CIS, Asia, and Africa, 
Global Tractor and Hay & Forage Platforms, and Advanced Engineering 


Cory J. Reed (20) 


President, John Deere Financial 














Titles and years of service (in parentheses) as of January I, 2019. 
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BOARD OF DIRECTORS 


Samuel R. Allen (9) 
Chairman and Chief Executive Officer, Deere & Company 


Vance D. Coffman (14) 

Retired Chairman and Chief Executive Officer, Lockheed 
Martin Corporation 

Aerospace, defense, and information technology 


Alan C. Heuberger (2) 
Senior Manager, BMGI 
Private investment management 


Charles O. Holliday, Jr.* (9) 
Chairman, Royal Dutch Shell plc 
Oil and natural gas exploration, refining and product sales 


Dipak C. Jain (16) 

Co-President and Global Advisor, China Europe 
International Business School 

International graduate business school 


Michael O. Johanns (3) 
Retired U.S. Senator and former U.S. Secretary 
of Agriculture 


Clayton M. Jones (11) 
Retired Chairman and Chief Executive Officer, 


Rockwell Collins, Inc. 
Aviation electronics and communications 


: 
Sl 


— 





Gregory R. Page (5) 

Retired Executive Director, Chairman, and Chief Executive 
Officer, Cargill, Inc. 

Agricultural, food, financial, and industrial products 
and services 


Sherry M. Smith (7) 

Former Executive Vice President and Chief Financial Officer, 
Supervalu Inc. 

Retail and wholesale grocery and retail general 
merchandise products 


Dmitri L. Stockton (3) 

Retired Special Advisor to Chairman and Retired 

Senior Vice President, General Electric Company 

Power and water, aviation, oil and gas, healthcare, 
appliances and lighting, energy management, transportation, 
and financial services 


Former Chairman, President, and Chief Executive Officer, 
GE Asset Management Inc. 
Global investments 


Sheila G. Talton (3) 

President and Chief Executive Officer, Gray Matter Analytics 
Data analytics consulting services for 

financial services and healthcare industries 






Figures in parentheses represent complete years of board service through January I, 2019. 
*Elected to the board effective January I, 2018. Previously served 2007 to 2016. 


From left: 

Michael O. Johanns, 
Alan C. Heuberger, 
Charles O. Holliday, 
Sheila G. Talton, 
Clayton M. Jones, 
Samuel R. Allen, 
Vance D. Coffman, 
Sherry M. Smith, 
Gregory R. Page, 
Dmitri L. Stockton, 
and Dipak C. Jain. 
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7-YEAR CUMULATIVE TOTAL RETURN 


Deere compared to S&P 500 Index and S&P Construction & Farm Machinery & Heavy Trucks Index 


The graph compares the 
$250 cumulative total returns of 
Deere & Company, the S&P 500 
Stock Index, and the S&P 
9200 Construction & Farm Machinery 
& Heavy Trucks Index over a 
seven-year period. It assumes 
$100 was invested on October 
28, 2011, and that dividends were 
$100 reinvested. Deere & Company 
stock price at October 26, 2018, 
was $133.00. The Standard & 
$50 Poor’s 500 Construction & Farm 
Machinery & Heavy Trucks Index 
comprises Deere (DE), Caterpillar 








90 (CAT), Cummins (CMI), and 
2011 2012 2013 2014 2015 2016 2017 2018 Paccar (PCAR}. The stock 
performance shown in the graph 
—@— Deere & Company —A— S&P Construction & Farm Machinery & Heavy Trucks —m— S&P 500 is not intended to forecast and 


does not necessarily indicate 
future price performance. 


2011 2012 2013 2014 2015 2016 2017 2018 


Deere & Company $100.00 ST2 $m.20 $116.76 = $109.47 $126.01 $196.71 $199.75 
S&P Con & Farm Mach & Hvy Trks $100.00 $9749 $105.61 «= $124.62 $9212 $109.44 = $169.08 = $147.32 
S&P 500 $100.00 $5.21 $146.52 Sm7.82 $180.75 $188.90 = $23354 = $250.70 


Copyright © 2018 Standard & Poor's, a division of S&P Global. All rights reserved (www.researchdatagroup.com/S&P. htm). 


SHAREHOLDER INFORMATION 


ANNUAL MEETING DIVIDEND REINVESTMENT INVESTOR RELATIONS 


& DIRECT PURCHASE PLAN 


The annual meeting of company shareholders Securities analysts, portfolio managers, and 


will be held at 10 a.m. CT on February 27, 2019, Investors may purchase initial Deere & Company representatives of financial institutions may contact: 
at Deere & Company World Headquarters, shares and automatically reinvest dividends ; 
One John Deere Place, Moline, Illinois 61265 through the Broadridge Direct Stock Purchase Desre: Investor Relations 
Plan. Optional monthly cash investments may be Deere & Company ; 
TRANSFER AGENT & REGISTRAR made automatically through electronic debits. ae ee Moline, IL 61265-8098 
. . one: - 
Send all correspondence, including address For inquiries about existing reinvestment accounts, Email: DeerelR@JohnDeere.com 
changes and certificates for transfer, as well as call (800) 268-7369 or write to: www. JohnDeere.com/Investors 
inquiries concerning lost, stolen, or destroyed 
stock certificates or dividend checks, to: Deere & Company STOCK EXCHANGES 
Broadridge Corporate Issuer 
Deere & Company Solutions, Inc. Deere & Company common stock is listed on the 
Broadridge Corporate Issuer Solutions, Inc. P.O. Box 1342 New York Stock Exchange under the ticker symbol DE. 
PO. Box 1382 Brentwood, NY 11717 
Brentwood, NY 11717 FORM 10-K 


SHAREHOLDER RELATIONS The annual report on Form 10-K filed with the 
Securities and Exchange Commission is available 
online or upon written request to Deere & Company 


Phone toll-free: 800-268-7369 (inside U.S., U.S. 
territories, and Canada). Deere & Company welcomes your comments: 


From outside the U.S., U.S. territories, and Canada, 





call: 720-399-2074. Deere & Company Shareholder Relations. 
Hearing impaired: 855-627-5080 Shareholder Relations Department 

kd Ob ace ada One John Deere Place, Moline, IL 61265-8098 AUDITORS 
Email: shareholder@broadridge.com Phone: (309) 765-4491 Fax: (309) 765-4663 Deloitte & Touche LLP 


www. JohnDeere.com/Investors ‘ inal 
www.shareholder.broadridge.com/DE Chicago llinats 


SVA: FOCUSING ON GROWTH AND SUSTAINABLE PERFORMANCE 


Shareholder Value Added (SVA) — essentially, the difference between operating profit and the pretax cost of capital — is a metric To create and grow SVA, Deere equipment 
used by John Deere to evaluate business results and measure sustainable performance. To arrive at SVA, each equipment segment SPEEDO IS Ee TEEHIAG EVO FEEND 


is assessed a pretax cost of assets — generally 12% of average identifiable operating assets with inventory at standard cost 
(believed to more closely approximate the current cost of inventory and the company’s related investment). The financial services 


return on average operating assets (OROA) 
of 20% at mid-cycle sales volumes and 
equally ambitious returns at other points 


segment is assessed a cost of average equity — approximately 15% pretax. The amount of SVA is determined by deducting the in the cycle. (For purposes of this 


asset or equity charge from operating profit. 


Additional information on these metrics and their relationship to amounts presented in accordance with U.S. GAAP can be found at our website, 


www. JohnDeere.com/Investors. Note: Some totals may vary due to rounding. 


DEERE EQUIPMENT OPERATIONS* 


calculation, operating assets are average 
identifiable assets during the year 
with inventories valued at standard cost.) 


CONSTRUCTION & FORESTRY* 
























































SMM unless indicated otherwise 2016 2017 2018 SMM unless indicated otherwise 2016 2017 2018 
Net sales 33,351 Net sales 10,160 
Net sales — excluding Wirtgen 23,387 == 25,885 30,324 Net sales — excluding Wirtgen 4,900 5,718 7133 
Operating profit** 3,684 Operating profit** 868 
Operating profit — excluding Wirtgen** 1,908 2,859 3,568 Operating profit - excluding Wirtgen** 189 346 752 
Average Assets Average Assets 
With inventories at standard cost 20,959 With inventories at standard cost 9,726 
With inventories at standard cost — With inventories at standard cost — 

excluding Wirtgen 13,092 13,421 14,825 excluding Wirtgen 3,374 3,390 B52 
With inventories at LIFO 19701 With inventories at LIFO 9,482 
With inventories at LIFO — excluding Wirtgen _—‘11,816 12,150 13,566 With inventories at LIFO — excluding Wirtgen 3,147 3,154 3,347 
Operating Return on Assets (OROA) Operating Return on Assets (OROA) 
OROA % @ LIFO 16.1% 23.5% 26.3% OROA % @ LIFO 6.0% 11.0% 22.5% 
Asset turns (std cost — excluding Wirtgen) 179 1.93 2.05 Asset turns (std cost — excluding Wirtgen) 145 1.69 199 
Operating margin % — excluding Wirtgen 8.16% 11.05% N.77% Operating margin % — excluding Wirtgen 3.86% 6.05% 10.54% 
OROA % @ standard cost - excluding Wirtgen 14.6% 21.3% 24.1% OROA % @ standard cost - excluding Wirtgen 5.6% 10.2% 20.9% 
Average assets @ std cost - excluding Wirtgen 13,092 13,421 14,825 Average assets @ std cost — excluding Wirtgen 3,374 3,390 3,592 
Operating profit — excluding Wirtgen** 1,908 2,859 3,568 Operating profit - excluding Wirtgen** 189 346 752 
Cost of assets =(S71 -1,611 -1,778 Cost of assets -405 -407 -43] 
SVA 337 1,248 1790 SVA -216 -61 321 
AG & TURF FINANCIAL SERVICES*** 

SMM unless indicated otherwise 2016 2017 2018 $MM unless indicated otherwise 2016 2017 2018 
Net sales 18487 20,167 23191 Net income attributable 

Operating profit** 1719 2513 2816 to Deere & Company 468 477 942 
AVEISUR aE ee ih a adjusted 530 
With inventories at standard cost 9718 10,031 1,233 - 

With inventories at LIFO Bees assez 9 | ee ea si a 
Operating Return on Assets (OROA) ioe eo = palsies oe ee aves 
Seen Ey eee ose ae Return on equity % — tax adjusted . . 1.1% 
Asset turns (std cost) 190 2.01 2.06 Operating profit™ ai = =a 
Operating margin % 9.30% 12.46% 12.14% Aye ree aca 4488 4497 4,793 
OROA % @ standard cost 177% 25.1% D5 Coetot equity “80 “80 2 
Average assets @ std cost 9718 10,031 11,233 SVA 7 35 70 
Operating profit** 1/19 2,513 2,816 

Cost of assets -1,166 -1,204 -1,347 

SVA 553 1309 469 Financial Services SVA is calculated on a pretax basis. 


* On Dec. 1, 2017, the company acquired the stock and certain assets of substantially all of Wirtgen Group Holding 
GmH's operations (Wirtgen). Wirtgen is included in the C&F segment. It is excluded from the metrics above to 
provide comparability to the Company's performance in prior periods. 


**During the first quarter of fiscal 2018, the company adopted ASU No. 2017-07, Improving the Presentation of 
Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost. The ASU requires that employers report 
only the service cost component of the total defined benefit pension and postretirement benefit cost in Operating 
Profit. The ASU was adopted on a retrospective basis for the presentation of Operating Profit and on a prospective 
basis for the capitalization of only the service cost. Operating Profit amounts reported for fiscal 2017 and 2016 





were restated accordingly. 




















** On Dec. 22, 2017, the U.S. government enacted new tax legislation (tax reform). The primary provisions of tax 
reform affecting the company in fiscal year 2018 were a reduction to the U.S. federal income tax rate from 35 percent 
to 2] percent and a transition from a worldwide corporate tax system to a primarily territorial tax system. As the 
Financial Services segment SVA is based on average equity, the “Tax Adjusted” amounts remove the effects of 
the discrete income tax benefit and the lower corporate tax rate provided in tax reform for comparability to the 
prior periods. 


2\ 


22 


AWARDS & RECOGNITION 


World’s Most Ethical Companies — Ethisphere Institute 

Top 10 Innovative Company in U.S. — American Innovation Index 
Top 100 Global Brands — Interbrand 

Corporate Partner of the Year — National Society of Black Engineers 


LGBTQ Employee Resource Group of the Year Finalist — 
Out & Equal Workplace Advocates 


Good Design Award for Design Innovation — Chicago Athenaeum 
Museum of Architecture and Design 


Innovation Partner of the Year — Lowe's 
Best of What’s New Awards — Popular Science magazine 
Best Title Sponsor Integration Award — PGA TOUR 


Top Employer recognition: 

- Spain (Top Employers Institute) 

- Germany (Focus magazine) 

- Brazil (Great Place to Work Institute) 


Top 5 Safest Companies — John Deere |bérica, Spain — 
(Business Monitor of Excellence in Prevention, Safety, and Health) 


Best of the Automotive Sector — Brazil (AutoData) 
Brand of the Year — Brazil (Fenabrave) 


The Big and the Best Ones — John Deere Financial, Brazil 
(EXAME magazine) 


Socially Responsible Company — Mexico 
(Mexican Center for Philanthropy) 


Deere proudly marked 75 years of sponsoring 
the national FFA student organization in 2018. 
Deere is the longest running sponsor of FFA. 
With more than 8,600 chapters, FFA today 
has about 670,000 members. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 
OCTOBER 28, 2018, OCTOBER 29, 2017, AND OCTOBER 30, 
2016 


OVERVIEW 


Organization 

The company’s equipment operations generate revenues and 
cash primarily from the sale of equipment to John Deere 
dealers and distributors. The equipment operations 
manufacture and distribute a full line of agricultural 
equipment; a variety of commercial and consumer equipment; 
and a broad range of equipment for construction, road 
building, and forestry. The company’s financial services 
primarily provide credit services, which mainly finance sales 
and leases of equipment by John Deere dealers and trade 
receivables purchased from the equipment operations. In 
addition, financial services offers extended equipment 
warranties. The information in the following discussion is 
presented in a format that includes information grouped as 
consolidated, equipment operations, and financial services. The 
company also views its operations as consisting of two 
geographic areas, the U.S. and Canada, and outside the U.S. 
and Canada. The company’s operating segments consist of 
agriculture and turf, construction and forestry, and financial 
services. 


Trends and Economic Conditions 

The company’s agriculture and turf equipment sales increased 
15 percent in 2018 and are forecast to increase about 

3 percent for 2019. Industry agricultural machinery sales in the 
U.S. and Canada for 2019 are forecast to be about the same 
to 5 percent higher, compared to 2018. Industry sales in the 
European Union (EU)28 member nations are forecast to be 
about the same in 2019, while South American industry sales 
are projected to be about the same to 5 percent higher from 
2018 levels. Asian sales are forecast to be about the same or 
decrease slightly in 2019. Industry sales of turf and utility 
equipment in the U.S. and Canada are expected to be about 
the same to 5 percent higher for 2019. The company’s 
construction and forestry sales increased 78 percent in 2018, 
with Wirtgen (see Note 4) adding 53 percent for the year. The 
segment's sales are forecast to increase about 15 percent in 
2019. The forecast includes a full year of Wirtgen sales 
compared to 10 months in 2018. Global forestry industry sales 
are expected to increase about 10 percent in 2019 compared 
to 2018. Net income of the company’s financial services 
operations attributable to Deere & Company in 2019 is 
expected to be approximately $630 million. 


Items of concern include the uncertainty of the effectiveness 
of governmental actions in respect to monetary and fiscal 
policies, the impact of sovereign debt, eurozone and Argentine 
issues, capital market disruptions, trade agreements, changes 
in demand and pricing for used equipment, and geopolitical 
events. Significant fluctuations in foreign currency exchange 
rates and volatility in the price of many commodities could 
also impact the company’s results. 


The company concluded another successful year in which the 
performance benefited from a further improvement in market 
conditions and a favorable customer response to its products. 
At the same time, the company has continued to face cost 
pressures for raw materials, which are being addressed 


through pricing and cost management. The company’s 
performance has allowed for significant investments in new 
products and services, especially those focused on precision 
technologies, and for providing shareholder returns through 
dividend payments and share repurchases. The company 
believes it remains well positioned to capitalize on the growth 


in the world’s agricultural and construction equipment markets. 


In addition, the company is confident in the present direction 
and believes it is positioned to deliver improved operating 
performance and value to its customers and investors in the 
future. 


2018 COMPARED WITH 2017 


CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 
2018 was $2,368 million, or $7.24 per share diluted ($7.34 
basic), compared with $2,159 million, or $6.68 per share 
diluted ($6.76 basic), in 2017. Affecting 2018 net income were 
increases to the provision for income taxes of $704 million 
due to the enactment of U.S. tax reform legislation on 
December 22, 2017 (tax reform) (see Note 8). Worldwide net 
sales and revenues increased 26 percent to $37,358 million in 
2018, compared with $29,738 million in 2017. Net sales of the 
worldwide equipment operations rose 29 percent in 2018 to 
$33,351 million from $25,885 million last year. The company’s 
acquisition of the Wirtgen Group Holding GmbH (Wirtgen) 
(see Note 4) in December 2017 added 12 percent to net sales 
for the year. Sales included price realization of 1 percent with 
no significant currency translation effect. Equipment net sales 
in the United States and Canada increased 25 percent for 
2018, with Wirtgen adding 4 percent. Outside the U.S. and 
Canada, net sales increased 34 percent for the year, with 
Wirtgen adding 22 percent. Currency translation had no 
material effect. 


Worldwide equipment operations reported operating profit of 
$3,684 million in 2018, compared with $2,859 million in 2017. 
Wirtgen, whose results are included in 2018 amounts, had 
operating profit of $116 million in 2018. Excluding Wirtgen 
results, the operating profit improvement was primarily driven 
by higher shipment volumes, price realization, and lower 
warranty costs, partially offset by higher production costs and 
research and development expenses. Additionally, results in 
2017 included an impairment charge for international 
construction and forestry operations and a gain on the sale of 
SiteOne Landscapes Supply, Inc. (SiteOne) (see Note 5). 


Net income of the company’s equipment operations was 
$1,404 million for 2018, compared with $1,707 million in 2017. 
In addition to the operating factors mentioned above, income 
tax adjustments related to tax reform had an unfavorable 
impact of $1,045 million for 2018 (see Note 8). 


The financial services operations reported net income 
attributable to Deere & Company in 2018 of $942 million, 
compared with $477 million in 2017. Net income benefited 
from a higher average portfolio, a lower provision for credit 
losses, and lower losses on lease residual values, partially 
offset by less favorable financing spreads. Income tax 
adjustments related to tax reform had a favorable effect of 
$341 million for 2018. Additional information is presented in 
the following discussion of the “Worldwide Financial Services 
Operations.” 
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The cost of sales to net sales ratio for 2018 and 2017 was 
76.7 percent. Price realization and lower warranty claims were 
offset by higher production costs. 


Finance and interest income increased in 2018 due to a larger 
average credit portfolio and higher average interest rates. 
Other income decreased in 2018 primarily due to the 2017 
gains on the sale of the remaining interest in SiteOne (see 
Note 5), partially offset by higher service income largely from 
Wirtgen (see Note 4). Research and development expenses 
increased as a result of new product and improvement 
initiatives, and acquisitions. Selling, administrative and general 
expenses increased primarily due to the Wirtgen acquisition 
and acquisition related costs, partially offset by voluntary 
employee-separation program expenses in 2017 and a lower 
provision for credit losses. Interest expense increased in 2018 
due to higher average borrowing rates and higher average 
borrowings. Other operating expenses increased in 2018 
primarily due to higher depreciation of equipment on 
operating leases, increased cost of services, mainly from 
Wirtgen, and acquisition related costs, partially offset by the 
favorable effect of currency translation and lower losses on 
lease residual values. 


The company has several defined benefit pension plans and 
other postretirement benefit (OPEB) plans, primarily health 
care and life insurance plans. The company’s costs for these 
plans in 2018 were $353 million, compared with $347 million 
in 2017. The long-term expected return on plan assets, which 
is reflected in these costs, was an expected gain of 

6.8 percent in 2018 and 7.2 percent in 2017, or $797 million 
and $807 million, respectively. The actual return was a gain of 
$322 million in 2018 and $1,563 million in 2017. In 2019, the 
expected return will be approximately 6.5 percent. The 
company’s costs under these plans in 2019 are expected to 
decrease approximately $125 million. The company makes any 
required contributions to the plan assets under applicable 
regulations and voluntary contributions from time to time 
based on the company’s liquidity and ability to make 
tax-deductible contributions. Total company contributions to 
the plans were $1,426 million in 2018 and $428 million in 
2017, which include voluntary contributions and direct benefit 
payments. The voluntary contributions to plan assets were 
$1,305 million in 2018, which included $1,300 million 
contributions to the U.S. pension and OPEB plans, and 

$301 million in 2017. Total company contributions in 2019 are 
expected to be approximately $210 million, which are primarily 
direct benefit payments. The company has no significant 
required contributions to U.S. pension plan assets in 2019 
under applicable funding regulations. See the discussion in 
“Critical Accounting Policies” for more information about 
pension and OPEB benefit obligations. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion relates to operating results by 
reportable segment and geographic area. Operating profit is 
income before certain external interest expense, certain 
foreign exchange gains or losses, income taxes, and corporate 
expenses. However, operating profit of the financial services 
segment includes the effect of interest expense and foreign 
currency exchange gains or losses. 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$2,816 million for the year, compared with $2,513 million in 
2017. Net sales increased 15 percent in 2018 due to higher 
shipment volumes, price realization, and lower warranty claims. 
Currency translation did not have a significant effect on net 
sales. The operating profit improvement was driven by higher 
shipment volumes, price realization, and lower warranty related 
expenses, partially offset by higher production costs and 
research and development expenses. Operating profit in 2017 
included gains on the SiteOne sale (see Note 5). 


Worldwide Construction and Forestry Operations 

The construction and forestry segment operating profit was 
$868 million in 2018, compared with $346 million in 2017. 
Wirtgen contributed $116 million to operating profit in 2018. 
Net sales increased 78 percent in 2018, with Wirtgen adding 
53 percent for the year. Net sales were also affected by 
higher shipment volumes and lower warranty related claims. 
Currency translation did not have a material effect on net 
sales. Excluding Wirtgen, the operating profit improvements 
were primarily driven by higher shipment volumes and lower 
warranty expenses, partially offset by higher production costs. 
Additionally, 2017 included an impairment charge for 
international operations (see Note 5). 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was 
$792 million in 2018, compared with $715 million in 2017. 
Operating profit benefited from a higher average portfolio, a 
lower provision for credit losses, and lower losses on lease 
residual values, partially offset by less favorable financing 
spreads. Total revenues of the financial services operations, 
including intercompany revenues, increased 12 percent in 2018. 
The average balance of receivables and leases financed was 

7 percent higher in 2018, compared with 2017. Interest 
expense increased 40 percent in 2018 as a result of higher 
average borrowing rates and higher average borrowings. The 
financial services operations’ ratio of earnings to fixed charges 
was 1.87 to 1 in 2018, compared with 2.12 to 1 in 2017. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $2,356 million in 2018, compared with 
$1,754 million in 2017. Wirtgen, whose results are included in 
2018, had operating profit of $19 million. The increase was 
due primarily to higher shipment volumes, price realization, 
and lower warranty expenses, partially offset by higher 
production costs and research and development expenses. Net 
sales increased 25 percent in 2018 due primarily to higher 
shipment volumes, with Wirtgen adding 4 percent. The 
physical volume of sales, excluding the effect of acquisitions, 
increased 20 percent, compared with 2017. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada 
operating profit was $1,328 million in 2018, compared with 
$1,105 million in 2017. Wirtgen’s operating profit outside the 
U.S. and Canada was $97 million in 2018. The increase was 
due primarily to higher shipment volumes, partially offset by 
higher production costs and research and development 
expenses. Net sales increased 34 percent in 2018, with 
Wirtgen adding 22 percent, compared to 2017. The increase 





was primarily the result of higher shipment volumes. The 
physical volume of sales, excluding the effect of acquisitions, 
increased 1] percent, compared with 2017. 


MARKET CONDITIONS AND OUTLOOK 

Company equipment sales are projected to increase by about 
7 percent for fiscal 2019 compared with 2018. Included will be 
a full year of Wirtgen sales in 2019 versus 10 months in 2018, 
adding about 2 percent to the company’s sales in 2019. 
Foreign currency rates are expected to have an unfavorable 
translation effect on equipment sales of about 2 percent for 
the year. Net sales and revenues are projected to increase by 
about 7 percent for fiscal 2019 with net income attributable to 
Deere & Company forecast to be about $3.6 billion. 


Agriculture and Turf. The company’s worldwide sales of 
agriculture and turf equipment are forecast to increase about 
3 percent for fiscal year 2019, including a negative currency 
translation effect of 2 percent. Industry sales of agricultural 
equipment in the U.S. and Canada are forecast to be about 
the same to 5 percent higher, helped by replacement demand 
for large equipment and continued demand for small tractors. 
Full year industry sales in the EU28 member nations are 
forecast to be about the same as a result of drought 
conditions in key markets. South American industry sales of 
tractors and combines are projected to be about the same to 
5 percent higher benefiting from strength in Brazil. Asian sales 
are forecast to be about the same to down slightly. Industry 
sales of turf and utility equipment in the U.S. and Canada are 
expected to be about the same to 5 percent higher for 2019. 


Construction and Forestry. The company’s worldwide sales of 
construction and forestry equipment are anticipated to 
increase about 15 percent for 2019, with foreign currency rates 
having an unfavorable translation effect of 2 percent. The 
forecast includes a full year of Wirtgen sales, versus 

10 months in fiscal 2018, with the two additional months 
adding about 5 percent to division sales for the year. The 
outlook reflects continued growth in U.S. housing demand as 
well as transportation investment and economic growth 
worldwide. In forestry, global industry sales are expected to 
increase about 10 percent mainly as a result of improved 
demand throughout the world, led by the U.S. 


Financial Services. Fiscal year 2019 net income attributable to 
Deere & Company for the financial services operations is 
expected to be approximately $630 million. Excluding the 
2018 benefit from tax reform, net income is expected to 
benefit from a higher average portfolio, partially offset by 
higher selling and administrative expenses, a higher provision 
for credit losses, and less favorable financing spreads. 


SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation 
Reform Act of 1995: Statements under “Overview,” “Market 
Conditions and Outlook,” and other forward-looking 
statements herein that relate to future events, expectations, 
and trends involve factors that are subject to change, and 
risks and uncertainties that could cause actual results to differ 
materially. Some of these risks and uncertainties could affect 
particular lines of business, while others could affect all of the 
company’s businesses. 


The company’s agricultural equipment business is subject to a 
number of uncertainties including the factors that affect 


farmers’ confidence and financial condition. These factors 
include demand for agricultural products, world grain stocks, 
weather conditions, soil conditions, harvest yields, prices for 
commodities and livestock, crop and livestock production 
expenses, availability of transport for crops, trade restrictions 
and tariffs, global trade agreements (e.g, the North American 
Free Trade Agreement), the level of farm product exports 
(including concerns about genetically modified organisms), the 
growth and sustainability of non-food uses for some crops 
(including ethanol and biodiesel production), real estate values, 
available acreage for farming, the land ownership policies of 
governments, changes in government farm programs and 
policies, international reaction to such programs, changes in 
and effects of crop insurance programs, changes in 
environmental regulations and their impact on farming 
practices, animal diseases and their effects on poultry, beef 
and pork consumption and prices, and crop pests and 
diseases. 


Factors affecting the outlook for the company’s turf and 
utility equipment include consumer confidence, weather 
conditions, customer profitability, labor supply, consumer 
borrowing patterns, consumer purchasing preferences, housing 
starts and supply, infrastructure investment, spending by 
municipalities and golf courses, and consumable input costs. 


Consumer spending patterns, real estate and housing prices, 
the number of housing starts, interest rates and the levels of 
public and non-residential construction are important to sales 
and results of the company’s construction and forestry 
equipment. Prices for pulp, paper, lumber and structural panels 
are important to sales of forestry equipment. 


All of the company’s businesses and its results are affected by 
general economic conditions in the global markets and 
industries in which the company operates; customer 
confidence in general economic conditions; government 
spending and taxing; foreign currency exchange rates and 
their volatility, especially fluctuations in the value of the U.S. 
dollar; interest rates; inflation and deflation rates; changes in 
weather patterns; the political and social stability of the global 
markets in which the company operates; the effects of, or 
response to, terrorism and security threats; wars and other 
conflicts; natural disasters; and the spread of major epidemics. 


Significant changes in market liquidity conditions, changes in 
the company’s credit ratings and any failure to comply with 
financial covenants in credit agreements could impact access 
to funding and funding costs, which could reduce the 
company’s earnings and cash flows. Financial market 
conditions could also negatively impact customer access to 
capital for purchases of the company’s products and customer 
confidence and purchase decisions, borrowing and repayment 
practices, and the number and size of customer loan 
delinquencies and defaults. A debt crisis, in Europe or 
elsewhere, could negatively impact currencies, global financial 
markets, social and political stability, funding sources and 
costs, asset and obligation values, customers, suppliers, 
demand for equipment, and company operations and results. 
The company’s investment management activities could be 
impaired by changes in the equity, bond and other financial 
markets, which would negatively affect earnings. 


The anticipated withdrawal of the United Kingdom from the 
European Union and the perceptions as to the impact of the 
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withdrawal may adversely affect business activity, political 
stability and economic conditions in the United Kingdom, the 
European Union and elsewhere. The economic conditions and 
outlook could be further adversely affected by (i) the 
uncertainty concerning the timing and terms of the exit, 

(ii) new or modified trading arrangements between the United 
Kingdom and other countries, (iii) the risk that one or more 
other European Union countries could come under increasing 
pressure to leave the European Union, or (iv) the risk that the 
euro as the single currency of the Eurozone could cease to 
exist. Any of these developments, or the perception that any 
of these developments are likely to occur, could affect 
economic growth or business activity in the United Kingdom 
or the European Union, and could result in the relocation of 
businesses, cause business interruptions, lead to economic 
recession or depression, and impact the stability of the 
financial markets, availability of credit, currency exchange 
rates, interest rates, financial institutions, and political, 
financial and monetary systems. Any of these developments 
could affect our businesses, liquidity, results of operations and 
financial position. 


Additional factors that could materially affect the company’s 
operations, access to capital, expenses and results include 
changes in, uncertainty surrounding and the impact of 
governmental trade, banking, monetary and fiscal policies, 
including financial regulatory reform and its effects on the 
consumer finance industry, derivatives, funding costs and 
other areas, and governmental programs, policies, tariffs and 
sanctions in particular jurisdictions or for the benefit of 
certain industries or sectors; retaliatory actions to such 
changes in trade, banking, monetary and fiscal policies; 
actions by central banks; actions by financial and securities 
regulators; actions by environmental, health and safety 
regulatory agencies, including those related to engine 
emissions, carbon and other greenhouse gas emissions, noise 
and the effects of climate change; changes to GPS radio 
frequency bands or their permitted uses; changes in labor and 
immigration regulations; changes to accounting standards; 
changes in tax rates, estimates, laws and regulations and 
company actions related thereto; changes to and compliance 
with privacy regulations; compliance with U.S. and foreign 
laws when expanding to new markets and otherwise; and 
actions by other regulatory bodies. 


Other factors that could materially affect results include 
production, design and technological innovations and 
difficulties, including capacity and supply constraints and 
prices; the loss of or challenges to intellectual property rights 
whether through theft, infringement, counterfeiting or 
otherwise; the availability and prices of strategically sourced 
materials, components and whole goods; delays or disruptions 
in the company’s supply chain or the loss of liquidity by 
suppliers; disruptions of infrastructures that support 
communications, operations or distribution; the failure of 
suppliers or the company to comply with laws, regulations and 
company policy pertaining to employment, human rights, 
health, safety, the environment, anti-corruption, privacy and 
data protection and other ethical business practices; events 
that damage the company’s reputation or brand; significant 
investigations, claims, lawsuits or other legal proceedings; 
start-up of new plants and products; the success of new 


product initiatives; changes in customer product preferences 
and sales mix; gaps or limitations in rural broadband coverage, 
capacity and speed needed to support technology solutions; 
oil and energy prices, supplies and volatility; the availability 
and cost of freight; actions of competitors in the various 
industries in which the company competes, particularly price 
discounting; dealer practices especially as to levels of new and 
used field inventories; changes in demand and pricing for used 
equipment and resulting impacts on lease residual values; 
labor relations and contracts; changes in the ability to attract, 
train and retain qualified personnel; acquisitions and 
divestitures of businesses; greater than anticipated transaction 
costs; the integration of new businesses; the failure or delay 
in closing or realizing anticipated benefits of acquisitions, joint 
ventures or divestitures; the implementation of organizational 
changes; the failure to realize anticipated savings or benefits 
of cost reduction, productivity, or efficiency efforts; 
difficulties related to the conversion and implementation of 
enterprise resource planning systems; security breaches, 
cybersecurity attacks, technology failures and other disruptions 
to the company’s and suppliers’ information technology 
infrastructure; changes in company declared dividends and 
common stock issuances and repurchases; changes in the level 
and funding of employee retirement benefits; changes in 
market values of investment assets, compensation, retirement, 
discount and mortality rates which impact retirement benefit 
costs; and significant changes in health care costs. 


The liquidity and ongoing profitability of John Deere Capital 
Corporation and other credit subsidiaries depend largely on 
timely access to capital in order to meet future cash flow 
requirements, and to fund operations, costs, and purchases of 
the company’s products. If general economic conditions 
deteriorate or capital markets become more volatile, funding 
could be unavailable or insufficient. Additionally, customer 
confidence levels may result in declines in credit applications 
and increases in delinquencies and default rates, which could 
materially impact write-offs and provisions for credit losses. 


The company’s outlook is based upon assumptions relating to 
the factors described above, which are sometimes based upon 
estimates and data prepared by government agencies. Such 
estimates and data are often revised. The company, except as 
required by law, undertakes no obligation to update or revise 
its outlook, whether as a result of new developments or 
otherwise. Further information concerning the company and 
its businesses, including factors that could materially affect 
the company’s financial results, is included in the company’s 
other filings with the SEC. 


2017 COMPARED WITH 2016 





CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 
2017 was $2,159 million, or $6.68 per share diluted ($6.76 
basic), compared with $1,524 million, or $4.81 per share 
diluted ($4.83 basic), in 2016. Worldwide net sales and 
revenues increased 12 percent to $29,738 million in 2017, 
compared with $26,644 million in 2016. Net sales of the 
worldwide equipment operations rose 11 percent in 2017 to 
$25,885 million from $23,387 million in 2016. Sales included 
price realization of 1 percent and a favorable currency 
translation effect of 1 percent. Equipment net sales in the 





United States and Canada increased 5 percent for 2017. 
Outside the U.S. and Canada, net sales increased 20 percent 
for the year, with a favorable currency translation effect of 
] percent for 2017. 


Worldwide equipment operations had an operating profit of 
$2,859 million in 2017, compared with $1,908 million in 2016. 
The operating profit increase was primarily due to higher 
shipment volumes, a gain on the sale of the remaining 
interest in SiteOne (see Note 5), price realization, and a 
favorable product mix, partially offset by increases in 
production costs, selling, administrative and general expenses, 
and warranty related expenses. 


Net income of the company’s equipment operations was 
$1,707 million for 2017, compared with $1,058 million in 2016. 
The operating factors mentioned above affected the results. 


The financial services operations reported net income 
attributable to Deere & Company in 2017 of $477 million, 
compared with $468 million in 2016. The increase was largely 
due to lower losses on lease residual values, partially offset by 
less favorable financing spreads and higher selling, 
administrative and general expenses. Additional information is 
presented in the following discussion of the “Worldwide 
Financial Services Operations.” 


The cost of sales to net sales ratio for 2017 was 76.7 percent, 
compared with 77.8 percent in 2016. The improvement was 
due primarily to price realization and a favorable product mix, 
partially offset by increases in production costs and warranty 
related expenses. 


Finance and interest income increased in 2017 due to a larger 
average credit portfolio and higher average interest rates. 
Other income increased due primarily to the gain on the sale 
of the remaining interest in SiteOne (see Note 5). Selling, 
administrative and general expenses increased due primarily to 
higher incentive compensation expense, higher commissions 
paid to dealers on direct sales, and expenses related to 
voluntary employee-separation programs. Interest expense 
increased due to higher average borrowing rates and higher 
average borrowings. Other operating expenses increased 
primarily due to higher depreciation of equipment on 
operating leases, partially offset by lower losses on lease 
residual values. 


The company has several defined benefit pension plans and 
OPEB plans. The company’s costs for these plans in 2017 were 
$347 million, compared with $312 million in 2016. The 
long-term expected return on plan assets, which is reflected 
in these costs, was an expected gain of 7.2 percent in 2017 
and 7.3 percent in 2016, or $807 million in 2017 and 

$810 million in 2016. The actual return was a gain of 

$1,563 million in 2017 and $645 million in 2016. Total company 
contributions to the plans were $428 million in 2017 and 

$127 million in 2016, which include direct benefit payments for 
unfunded plans and voluntary contributions to plan assets of 
$301 million in 2017 and $3 million in 2016. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 


Worldwide Agriculture and Turf Operations 
The agriculture and turf segment had an operating profit of 
$2,513 million for the year, compared with $1,719 million in 


2016. Net sales increased 9 percent in 2017 due to higher 
shipment volumes, price realization, and the favorable effects 
of currency translation. Operating profit was higher due 
primarily to increased shipment volumes, a gain on the sale of 
the remaining interest in SiteOne (see Note 5), price 
realization, and a favorable sales mix, partially offset by 
increases in production costs, selling, administrative and 
general expenses, and warranty related expenses. 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $346 million in 2017, compared with $189 million in 2016. 
Net sales increased 17 percent for the year on account of 
higher shipment volumes, price realization, and the favorable 
effects of currency translation. Operating profit increased 
mainly attributable to improved shipment volumes and price 
realization, partially offset by higher warranty expenses, 
increased selling, administrative and general expenses, and 
higher production costs. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was 
$715 million in 2017, compared with $701 million in 2016. The 
increase was largely due to lower losses on lease residual 
values, partially offset by less favorable financing spreads and 
higher selling, administrative and general expenses. Total 
revenues of the financial services operations, including 
intercompany revenues, increased 9 percent in 2017. The 
average balance of receivables and leases financed was 

] percent higher in 2017, compared with 2016. Interest 
expense increased 25 percent in 2017 as a result of higher 
average borrowing rates. The financial services operations’ 
ratio of earnings to fixed charges was 2.12 to 1 in 2017, 
compared with 2.35 to 1 in 2016. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $1,754 million in 2017, compared with 
$1,328 million in 2016. The increase was due primarily to 
higher shipment volumes, a gain on the sale of the remaining 
interest in SiteOne (see Note 5), a favorable sales mix, and 
price realization, partially offset by increases in production 
costs, selling, administrative and general expenses, and 
warranty related expenses. Net sales increased 5 percent due 
primarily to higher shipment volumes. The physical volume of 
sales increased 5 percent, compared with 2016. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had an 
operating profit of $1,105 million in 2017, compared with 

$580 million in 2016. The increase was due primarily to higher 
shipment volumes and price realization, partially offset by 
higher production costs and increased selling, administrative 
and general expenses. Net sales increased 20 percent in 2017 
compared to 2016. The increase was primarily the result of 
higher shipment volumes, price realization, and the favorable 
effects of foreign currency translation. The physical volume of 
sales increased 16 percent, compared with 2016. 


27 


28 





CAPITAL RESOURCES AND LIQUIDITY 


The discussion of capital resources and liquidity has been 
organized to review separately, where appropriate, the 
company’s consolidated totals, equipment operations, and 
financial services operations. 


CONSOLIDATED 

Positive cash flows from consolidated operating activities in 
2018 were $1,820 million. This resulted primarily from net 
income adjusted for non-cash provisions and an increase in 
accounts payable and accrued expenses, which were partially 
offset by an increase in inventories, an increase in receivables 
related to sales, a change in net retirement benefits (see 
Note 7), and a change in accrued income taxes payable/ 
receivable. Cash outflows from investing activities were 
$8,154 million in 2018, due primarily to acquisitions of 
businesses, net of cash acquired, of $5,245 million (see 

Note 4), the cost of receivables (excluding receivables related 
to sales) and cost of equipment on operating leases acquired 
exceeding the collections of receivables and the proceeds from 
sales of equipment on operating leases by $1,995 million, 
purchases of property and equipment of $896 million, and 
purchases of marketable securities exceeding proceeds from 
maturities and sales by $56 million, partially offset by 
proceeds from sales of businesses and unconsolidated 
affiliates, net of cash sold, of $156 million (see Note 4). Cash 
inflows from financing activities were $876 million in 2018, 
due primarily to an increase in borrowings of $2,516 million 
and proceeds from issuance of common stock (resulting from 
the exercise of stock options) of $217 million, partially offset 
by repurchases of common stock of $958 million and 
dividends paid of $806 million. Cash and cash equivalents 
decreased $5,431 million during 2018. The decrease in cash 
primarily related to the Wirtgen acquisition (see Note 4). 


In 2018, the company made voluntary contributions of 
$1,000 million to the U.S. pension and OPEB plans that 
resulted in a tax deduction applicable to the 2017 tax year. 
The company also made a voluntary contribution of 

$300 million in the fourth quarter of 2018 to its U.S. OPEB 
plans that resulted in a tax deduction in the 2018 tax year. 


Over the last three years, operating activities have provided an 
aggregate of $7,790 million in cash. In addition, increases in 
borrowings were $5,721 million, proceeds from issuance of 
common stock (resulting from the exercise of stock options) 
were $782 million, proceeds from sales of businesses and 
unconsolidated affiliates were $351 million, and proceeds from 
maturities and sales exceeded purchases of marketable 
securities by $228 million. The aggregate amount of these 
cash flows was used mainly to acquire businesses of 

$5,728 million, acquire receivables (excluding receivables 
related to sales) and equipment on operating leases that 
exceeded collections of receivables and the proceeds from 
sales of equipment on operating leases by $3,500 million, pay 
dividends of $2,331 million, purchase property and equipment 
of $2,136 million, and repurchase common stock of 

$1,170 million. Cash and cash equivalents decreased 

$258 million over the three-year period. 


The company has access to most global capital markets at 
reasonable costs and expects to have sufficient sources of 


global funding and liquidity to meet its funding needs. 
Sources of liquidity for the company include cash and cash 
equivalents, marketable securities, funds from operations, the 
issuance of commercial paper and term debt, the securitization 
of retail notes (both public and private markets), and 
committed and uncommitted bank lines of credit. The 
company’s commercial paper outstanding at October 28, 2018 
and October 29, 2017 was $3,857 million and $3,439 million, 
respectively, while the total cash and cash equivalents and 
marketable securities position was $4,394 million and 

$9,787 million, respectively. The amount of the total cash and 
cash equivalents and marketable securities held by foreign 
subsidiaries was $2,433 million and $3,386 million at 

October 28, 2018 and October 29, 2017, respectively. 


Lines of Credit. The company also has access to bank lines of 
credit with various banks throughout the world. Worldwide 
lines of credit totaled $8,389 million at October 28, 2018, 
$3,724 million of which were unused. For the purpose of 
computing unused credit lines, commercial paper and 
short-term bank borrowings, excluding secured borrowings 
and the current portion of long-term borrowings, were 
primarily considered to constitute utilization. Included in the 
total credit lines at October 28, 2018 were 364-day credit 
facility agreements of $1,750 million, expiring in April 2019, 
and $750 million, expiring in October 2019. In addition, total 
credit lines included long-term credit facility agreements of 
$2,500 million, expiring in April 2021, and $2,500 million, 
expiring in April 2022. These credit agreements require John 
Deere Capital Corporation (Capital Corporation) to maintain its 
consolidated ratio of earnings to fixed charges at not less 
than 1.05 to 1 for each fiscal quarter and the ratio of senior 
debt, excluding securitization indebtedness, to capital base 
(total subordinated debt and stockholder’s equity excluding 
accumulated other comprehensive income (loss)) at not more 
than 11 to 1 at the end of any fiscal quarter. The credit 
agreements also require the equipment operations to maintain 
a ratio of total debt to total capital (total debt and 
stockholders’ equity excluding accumulated other 
comprehensive income (loss)) of 65 percent or less at the end 
of each fiscal quarter. Under this provision, the company’s 
excess equity capacity and retained earnings balance free of 
restriction at October 28, 2018 was $12,368 million. 
Alternatively under this provision, the equipment operations 
had the capacity to incur additional debt of $22,969 million 
at October 28, 2018. All of these requirements of the credit 
agreements have been met during the periods included in the 
consolidated financial statements. 


Debt Ratings. To access public debt capital markets, the 
company relies on credit rating agencies to assign short-term 
and long-term credit ratings to the company’s securities as an 
indicator of credit quality for fixed income investors. A 
security rating is not a recommendation by the rating agency 
to buy, sell, or hold company securities. A credit rating agency 
may change or withdraw company ratings based on its 
assessment of the company’s current and future ability to 
meet interest and principal repayment obligations. Each 
agency's rating should be evaluated independently of any 
other rating. Lower credit ratings generally result in higher 
borrowing costs, including costs of derivative transactions, and 
reduced access to debt capital markets. 





The senior long-term and short-term debt ratings and outlook 
currently assigned to unsecured company securities by the 
rating agencies engaged by the company are as follows: 








Senior 
Long-Term Short-Term Outlook 
Pitch: RatingS. ¢.cccean ose<nnacétes oer vs A Fl Stable 
Moody's Investors Service, Inc. ... A2 Prime-1 Stable 
Standard & Poor's 0.00... A A-] Stable 





Trade accounts and notes receivable primarily arise from sales 
of goods to independent dealers. Trade receivables increased 
by $1,079 million in 2018 due primarily to higher shipment 
volumes and the Wirtgen acquisition. The ratio of trade 
accounts and notes receivable at October 28, 2018 and 
October 29, 2017 to fiscal year net sales was 15 percent in 
both 2018 and 2017. Total worldwide agriculture and turf 
receivables increased $219 million and construction and 
forestry receivables increased $860 million. The collection 
period for trade receivables averages less than 12 months. The 
percentage of trade receivables outstanding for a period 
exceeding 12 months was 2 percent at October 28, 2018 and 
] percent at October 29, 2017. 


Deere & Company’s stockholders’ equity was $11,288 million at 
October 28, 2018, compared with $9,557 million at October 29, 
2017. The increase of $1,731 million resulted from net income 
attributable to Deere & Company of $2,368 million, a change in 
the retirement benefits adjustment of $1,052 million, and an 
increase in common stock of $194 million, which were partially 
offset by an increase in treasury stock of $851 million, 
dividends declared of $834 million, and a change in the 
cumulative translation adjustment of $195 million. 


EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and 
are subject to seasonal variations in financing requirements for 
inventories and certain receivables from dealers. The 
equipment operations sell a significant portion of their trade 
receivables to financial services. To the extent necessary, 
funds provided from operations are supplemented by external 
financing sources. 


Cash provided by operating activities of the equipment 
operations during 2018, including intercompany cash flows, 
was $3,279 million due primarily to net income adjusted for 
non-cash provisions, an increase in accounts payable and 
accrued expenses, and a change in accrued income taxes 
payable/receivable, partially offset by a change in net 
retirement benefits (see Note 7), an increase in inventories, 
and an increase in trade receivables and Equipment 
Operations’ financing receivables. 


Over the last three years, these operating activities, including 
intercompany cash flows, have provided an aggregate of 
$8,629 million in cash. 


Trade receivables held by the equipment operations increased 
by $497 million during 2018. The equipment operations sell a 
significant portion of their trade receivables to financial 
services (see previous consolidated discussion). 


Inventories increased by $2,245 million in 2018 due primarily 
to the Wirtgen acquisition and higher production volumes, 

partially offset by the effect of foreign currency translation. 
Most of these inventories are valued on the last-in, first-out 


(LIFO) method. The ratios of inventories on a first-in, first-out 
(FIFO) basis (see Note 15), which approximates current cost, to 
fiscal year cost of sales were 30 percent and 27 percent at 
October 28, 2018 and October 29, 2017, respectively. 


Total interest-bearing debt of the equipment operations was 
$6,224 million at the end of 2018, compared with 

$5,866 million at the end of 2017 and $4,814 million at the 
end of 2016. The ratio of total debt to total capital (total 
interest-bearing debt and stockholders’ equity) at the end of 
2018, 2017, and 2016 was 36 percent, 38 percent, and 

42 percent, respectively. 


Property and equipment cash expenditures for the equipment 
operations in 2018 were $893 million, compared with 

$591 million in 2017. Capital expenditures in 2019 are 
estimated to be $1,150 million. 


In December 2017, the company acquired Wirtgen for a cash 
purchase price of $5,136 million, excluding cash acquired. The 
acquisition and transaction expenses were financed from a 
combination of cash and new debt financing, which consisted 
of medium-term notes, including €850 million issued in 
September 2017 (see Note 4). 


FINANCIAL SERVICES 

The financial services operations rely on their ability to raise 
substantial amounts of funds to finance their receivable and 
lease portfolios. Their primary sources of funds for this 
purpose are a combination of commercial paper, term debt, 
securitization of retail notes, equity capital, and borrowings 
from Deere & Company. 


The cash provided by operating and financing activities was 
used for investing activities. Cash flows from the financial 
services’ operating activities, including intercompany cash 
flows, were $1,643 million in 2018. Cash used by investing 
activities totaled $4,839 million in 2018 due primarily to the 
cost of receivables (excluding trade and wholesale) and cost of 
equipment on operating leases acquired exceeding collections 
of these receivables and the proceeds from sales of equipment 
on operating leases by $3,472 million, an increase in trade 
receivables and wholesale notes of $1,222 million, and 
purchases of marketable securities exceeding proceeds from 
maturities and sales by $68 million. Cash provided by 
financing activities totaled $2,767 million in 2018, representing 
primarily an increase in external borrowings of $2,515 million 
and an increase in borrowings from Deere & Company of 
$748 million, partially offset by dividends paid to Deere & 
Company of $464 million. Cash and cash equivalents 
decreased $457 million. 


Over the last three years, the operating activities, including 
intercompany cash flows, have provided $5,380 million in 
cash. In addition, an increase in total borrowings of 

$4,083 million and a capital investment from Deere & 
Company of $49 million provided cash inflows. These amounts 
have been used mainly to fund receivables (excluding trade 
and wholesale) and equipment on operating lease acquisitions, 
which exceeded collections and the proceeds from sales of 
equipment on operating leases, by $7,264 million, pay 
dividends to Deere & Company of $1,391 million, fund an 
increase in trade receivables and wholesale notes of 

$1,110 million, and purchase $104 million of marketable 
securities in excess of maturities and sales. Cash and cash 
equivalents decreased $553 million over the three-year period. 
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Receivables and equipment on operating leases increased by 
$2,987 million in 2018, compared with 2017. Total acquisition 
volumes of receivables (excluding trade and wholesale notes) 
and cost of equipment on operating leases increased 

ll percent in 2018, compared with 2017. The volumes of 
financing leases, retail notes, revolving charge accounts, and 
operating leases increased approximately 29 percent, 

14 percent, 4 percent, and 4 percent, respectively. During 
2018, the amount of trade receivables and wholesale notes 
increased 17 percent and 12 percent, respectively. At 

October 28, 2018 and October 29, 2017, net receivables and 
leases administered, which include receivables administered but 
not owned, were $42,985 million and $40,001 million, 
respectively. 


Total external interest-bearing debt of the financial services 
operations was $36,033 million at the end of 2018, compared 
with $34,179 million at the end of 2017 and $30,797 million at 
the end of 2016. Total external borrowings have changed 
generally corresponding with the level of the receivable and 
lease portfolio, the level of cash and cash equivalents, the 
change in payables owed to Deere & Company, and the 
change in investment from Deere & Company. The financial 
services operations’ ratio of total interest-bearing debt to total 
stockholder’s equity was 7.5 to 1 at the end of 2018, and 7.6 
to 1 at the end of 2017 and 2016. 


The Capital Corporation has a revolving credit agreement to 
utilize bank conduit facilities to securitize retail notes (see 
Note 13). At October 28, 2018, the facility had a total capacity, 
or “financing limit,” of up to $3,500 million of secured 
financings at any time. The facility was renewed in November 
2018 with a capacity of $3,500 million. After a two-year 
revolving period, unless the banks and Capital Corporation 
agree to renew, Capital Corporation would liquidate the 
secured borrowings over time as payments on the retail notes 
are collected. At October 28, 2018, $1,364 million of 
short-term securitization borrowings was outstanding under 
the agreement. 


During 2018, the financial services operations issued 

$2,601 million and retired $2,838 million of retail note 
securitization borrowings. During 2018, the financial services 
operations also issued $8,139 million and retired 

$6,082 million of long-term borrowings, which were primarily 
medium-term notes. 


OFF-BALANCE-SHEET ARRANGEMENTS 





At October 28, 2018, the company had approximately 

$357 million of guarantees issued primarily to banks outside 
the U.S. and Canada related to third-party receivables for the 
retail financing of John Deere and Wirtgen equipment. The 
increase from October 29, 2017 primarily relates to the 
Wirtgen acquisition. The company may recover a portion of 
any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 
The maximum remaining term of the receivables guaranteed at 
October 28, 2018 was approximately seven years. 


AGGREGATE CONTRACTUAL OBLIGATIONS 





The payment schedule for the company’s contractual 
obligations at October 28, 2018 in millions of dollars is as 
follows: 














Less More 
than 283 4&5 than 
Total lyear years years 5 years 
On-balance-sheet 
Debt* 
Equipment operations** $ 6,252$ 1470S 594S 1,687$ 2,501 
Financial services** 36,462 11,756 13,473 7,392 3,841 
TOtal svintazencuntine 42,714 13,226 14,067 9,079 6,342 
Interest relating to debt*** 5,328 1,059 1,592 898 1,779 
Accounts payable ....... 3,360 3,243 85 29 3 
Capital leases ............ 30 N 15 3 ] 
Off-balance-sheet 
Purchase obligations... 2,937 = 2,889 21 22 5 
Operating leases ........ 383 10 143 84 46 
TOtal sc iectieiatavet. $ 54,752 $ 20,538 $ 15,923$ 10,115$ 8,176 








Principal payments. 

Payments related to securitization borrowings of $3,963 million classified 
as short-term on the balance sheet related to the securitization of retail 
notes are included in this table based on the expected payment schedule 
(see Note 18). 

*** Includes projected payments related to interest rate swaps. 





The previous table does not include unrecognized tax benefit 
liabilities of approximately $279 million at October 28, 2018, 
since the timing of future payments is not reasonably 
estimable at this time (see Note 8). For additional information 
regarding pension and OPEB obligations, short-term 
borrowings, long-term borrowings, and lease obligations, see 
Notes 7, 18, 20, and 21, respectively. 


CRITICAL ACCOUNTING POLICIES 





The preparation of the company’s consolidated financial 
statements in conformity with accounting principles generally 
accepted in the U.S. requires management to make estimates 
and assumptions that affect reported amounts of assets, 
liabilities, revenues, and expenses. Changes in these estimates 
and assumptions could have a significant effect on the 
financial statements. The accounting policies below are those 
management believes are the most critical to the preparation 
of the company’s financial statements and require the most 
difficult, subjective, or complex judgments. The company’s 
other accounting policies are described in the Notes to the 
Consolidated Financial Statements. 


Sales Incentives 

At the time a sale to a dealer is recognized, the company 
records an estimate of the future sales incentive costs for 
allowances and financing programs that will be due when the 
dealer sells the equipment to a retail customer. The estimate 
is based on historical data, announced incentive programs, 
field inventory levels, and retail sales volumes. The final cost 
of these programs and the amount of accrual required for a 
specific sale are fully determined when the dealer sells the 
equipment to the retail customer. This is due to numerous 
programs available at any particular time and new programs 





that may be announced after the company records the sale. 
Changes in the mix and types of programs affect these 
estimates, which are reviewed quarterly. 


The sales incentive accruals at October 28, 2018, October 29, 
2017, and October 30, 2016 were $1,850 million, 

$1,581 million, and $1,391 million, respectively. The increases in 
2018 and 2017 were related primarily to higher sales volumes. 


The estimation of the sales incentive accrual is impacted by 
many assumptions. One of the key assumptions is the 
historical percent of sales incentive costs to retail sales from 
dealers. Over the last five fiscal years, this percent has varied 
by an average of approximately plus or minus 1.1 percent, 
compared to the average sales incentive costs to retail sales 
percent during that period. Holding other assumptions 
constant, if this estimated cost experience percent were to 
increase or decrease 1.1 percent, the sales incentive accrual at 
October 28, 2018 would increase or decrease by approximately 
$90 million. 


Product Warranties 

At the time a sale is recognized, the company records the 
estimated future warranty costs. The company generally 
determines its total warranty liability by applying historical 
claims rate experience to the estimated amount of equipment 
that has been sold and is still under warranty based on dealer 
inventories and retail sales. The historical claims rate is 
primarily determined by a review of five-year claims costs and 
consideration of current quality developments. Variances in 
claims experience and the type of warranty programs affect 
these estimates, which are reviewed quarterly. 


The product warranty accruals, excluding extended warranty 
unamortized premiums, at October 28, 2018, October 29, 
2017, and October 30, 2016 were $1,146 million, 

$1,007 million, and $779 million, respectively. The increases in 
2018 and 2017 were due primarily to higher sales volumes. 


Estimates used to determine the product warranty accruals are 
significantly affected by the historical percent of warranty 
claims costs to sales. Over the last five fiscal years, this 
percent has varied by an average of approximately plus or 
minus .13 percent, compared to the average warranty costs to 
sales percent during that period. Holding other assumptions 
constant, if this estimated cost experience percent were to 
increase or decrease .13 percent, the warranty accrual at 
October 28, 2018 would increase or decrease by approximately 
$50 million. 


Postretirement Benefit Obligations 

Pension and other postretirement benefit (OPEB), primarily 
health care and life insurance plans, obligations are based on 
various assumptions used by the company’s actuaries in 
calculating these amounts. These assumptions include discount 
rates, health care cost trend rates, expected return on plan 
assets, compensation increases, retirement rates, mortality 
rates, and other factors. Actual results that differ from the 
assumptions and changes in assumptions affect future 
expenses and obligations. 


The pension assets, net of pension liabilities, recognized on 
the balance sheet at October 28, 2018 were $494 million. The 
pension liabilities, net of pension assets, recognized on the 
balance sheet at October 29, 2017 and October 30, 2016 were 
$1,073 million, and $1,949 million, respectively. The 


increase in pension net assets in 2018 was due primarily to 
increases in discount rates and contributions to a U.S. pension 
plan (see Note 7), partially offset by interest on the liabilities. 
The decrease in pension net liabilities in 2017 was due 
primarily to the return on plan assets, partially offset by 
interest on the liabilities and service cost. The OPEB liabilities, 
net of OPEB assets, at October 28, 2018, October 29, 2017, 
and October 30, 2016 were $4,753 million, $5,623 million, and 
$6,065 million, respectively. The decrease in OPEB net 
liabilities in 2018 was due primarily to increases in discount 
rates and contributions to the U.S. OPEB plans (see Note 7). 
The decrease in OPEB net liabilities in 2017 was due primarily 
to a contribution to a U.S. OPEB plan. 


The effect of hypothetical changes to selected assumptions on 
the company’s major U.S. retirement benefit plans would be as 
follows in millions of dollars: 





October 28, 2018 2019 








Increase Increase 
Percentage (Decrease) (Decrease) 
Assumptions Change PBO/APBO* Expense 
Pension 
Discount rate** 00.2.0... +/-5 S (608)/691 S$ (38)/44 
Expected return on assets... +/-.5 (55)/55 
OPEB 
Discount rate** 0.0.2.2... +/-5 (289)/319 (7)/14 
Expected return on assets... +/-.5 (3)/3 
Health care cost 
trend rate**........ eee +/-1.0 625/(495) 84/(44) 


* Projected benefit obligation (PBO) for pension plans and accumulated 


postretirement benefit obligation (APBO) for OPEB plans. 
Pretax impact on service cost, interest cost, and amortization of gains or 
losses. 


** 





Goodwill 

Goodwill is not amortized and is tested for impairment 
annually and when events or circumstances change such that 
it is more likely than not that the fair value of a reporting 
unit is reduced below its carrying amount. The end of the 
fiscal third quarter is the annual measurement date. To test 
for goodwill impairment, the carrying value of each reporting 
unit is compared with its fair value. If the carrying value of 
the goodwill is considered impaired, a loss is measured as the 
excess of the reporting unit's carrying value over the fair 
value, with a limit of the goodwill allocated to that reporting 
unit. 


An estimate of the fair value of the reporting unit is 
determined through a combination of comparable market 
values for similar businesses and discounted cash flows. These 
estimates can change significantly based on such factors as 
the reporting unit’s financial performance, economic 
conditions, interest rates, growth rates, pricing, changes in 
business strategies, and competition. 


Based on this testing, the company has not identified a 
reporting unit for which the goodwill was impaired in 2018, 
2017, or 2016. For all reporting units, except for the recently 
acquired Wirtgen reporting unit (see Note 4), a 10 percent 
decrease in the estimated fair value would have had no effect 
on the carrying value of goodwill at the annual measurement 
date in 2018. The Wirtgen reporting unit exceeded acquisition 
projections in 2018 and expects to meet future projections. 


3] 
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Allowance for Credit Losses 

The allowance for credit losses represents an estimate of the 
losses inherent in the company’s receivable portfolio. The level 
of the allowance is based on many quantitative and qualitative 
factors, including historical net loss experience by product 
category, portfolio duration, delinquency trends, economic 
conditions in the company’s major markets and geographies, 
and credit risk quality. The company has an established 
process to calculate a range of possible outcomes and 
determine the adequacy of the allowance. The adequacy of 
the allowance is assessed quarterly. Different assumptions or 
changes in economic conditions would result in changes to 
the allowance for credit losses and the provision for credit 
losses. 


The total allowance for credit losses at October 28, 2018, 
October 29, 2017, and October 30, 2016 was $248 million, 
$243 million, and $226 million, respectively. The allowance 
increases in 2018 and 2017 were due primarily to growth in 
the receivable portfolio. 


The assumptions used in evaluating the company’s exposure 
to credit losses involve estimates and significant judgment. 
The historical loss experience on the receivable portfolio 
represents one factor used in determining the allowance for 
credit losses. Compared to the average loss experience over 
the last five fiscal years, this percent has varied by an average 
of approximately plus or minus .06 percent, compared to the 
average loss experience percent during that period. Holding 
other factors constant, if this estimated loss experience on the 
receivable portfolio were to increase or decrease .06 percent, 
the allowance for credit losses at October 28, 2018 would 
increase or decrease by approximately $21 million. 


Operating Lease Residual Values 

The carrying value of equipment on operating leases is 
affected by the estimated fair values of the equipment at the 
end of the lease (residual values). Upon termination of the 
lease, the equipment is either purchased by the lessee or sold 
to a third party, in which case the company may record a gain 
or a loss for the difference between the estimated residual 
value and the sale price. The residual values are dependent on 
current economic conditions and are reviewed when events or 
circumstances necessitate an evaluation. Changes in residual 
value assumptions would affect the amount of depreciation 
expense and the amount of investment in equipment on 
operating leases. 


The total operating lease residual values at October 28, 2018, 
October 29, 2017, and October 30, 2016 were $5,089 million, 
$4,679 million, and $4,347 million, respectively. The changes 
in 2018 and 2017 were due primarily to the increasing levels of 
operating leases. 


Estimates used in determining end of lease market values for 
equipment on operating leases significantly impact the amount 
and timing of depreciation expense. Hypothetically, if future 
market values for this equipment were to decrease 10 percent 
from the company’s present estimates, the total effect would 
be to increase the company’s annual depreciation for 
equipment on operating leases by approximately $185 million. 


Income Taxes 

The company’s income tax provision, deferred income tax 
assets and liabilities, and liabilities for uncertain tax benefits 
represent the company’s best estimate of current and future 
income taxes to be paid. The annual tax rate is based on 
income tax laws, statutory tax rates, taxable income levels, 
and tax planning opportunities available in various jurisdictions 
where the company operates. These tax laws are complex, and 
require significant judgment to determine the consolidated 
provision for income taxes. Changes in tax laws, regulations, 
statutory tax rates, and estimates of the company’s future 
taxable income levels could result in actual realization of 
deferred taxes being materially different from amounts 
provided for in the consolidated financial statements. 


Deferred income taxes represent temporary differences 
between the tax and the financial reporting basis of assets 
and liabilities, which will result in taxable or deductible 
amounts in the future. Deferred tax assets also include loss 
carryforwards and tax credits. These assets are regularly 
assessed for the likelihood of recoverability from estimated 
future taxable income, reversal of deferred tax liabilities, and 
tax planning strategies. To the extent the company determines 
that it is more likely than not a deferred income tax asset will 
not be realized, a valuation allowance is established. The 
recoverability analysis of the deferred income tax assets and 
the related valuation allowances requires significant judgment 
and relies on estimates. 


Uncertain tax positions are determined based on whether it is 
more likely than not the tax positions will be sustained based 
on the technical merits of the position. For those positions 
that meet the more likely than not criteria, an estimate of the 
largest amount of tax benefit that is greater than 50 percent 
likely to be realized upon ultimate settlement with the related 
tax authority is recognized. The ultimate resolution of the tax 
position could take many years and result in a payment that is 
significantly different from the original estimate. 


Tax reform included additional requirements effective for the 
company in 2019. Those provisions include a tax on global 
intangible low-taxed income (GILTI), a tax determined by base 
erosion and anti-abuse tax benefits (BEAT) from certain 
payments between a U.S. corporation and foreign subsidiaries, 
a limitation of certain executive compensation, a deduction for 
foreign derived intangible income (FDII), and interest expense 
limitations. These new provisions require interpretation and 
will use estimates to determine the liability and benefits. The 
company’s accounting policy election is to treat the taxes due 
on future U.S. inclusions in taxable income under GILT! as a 
period cost when incurred. 


A provision for foreign withholding taxes has not been 
recorded on undistributed profits of the company’s non-U.S. 
subsidiaries that are determined to be indefinitely reinvested 
outside the U.S. If management intentions change in the 
future, there may be a significant impact on the provision for 
income taxes in the period the change occurs. For further 
information on income taxes, see Note 8 to the consolidated 
financial statements. 





FINANCIAL INSTRUMENT MARKET RISK INFORMATION 





The company is naturally exposed to various interest rate and 
foreign currency risks. As a result, the company enters into 
derivative transactions to manage certain of these exposures 
that arise in the normal course of business and not for the 
purpose of creating speculative positions or trading. The 
company’s financial services operations manage the 
relationship of the types and amounts of their funding 
sources to their receivable and lease portfolio in an effort to 
diminish risk due to interest rate and foreign currency 
fluctuations while responding to favorable financing 
opportunities. In addition, the company has interest rate 
exposure at certain equipment operations units for below 
market retail financing programs that are used as sales 
incentives and are offered for extended periods. Accordingly, 
from time to time, these operations enter into interest rate 
swap agreements to manage their interest rate exposure. The 
company also has foreign currency exposures at some of its 
foreign and domestic operations related to buying, selling, and 
financing in currencies other than the functional currencies. 
The company has entered into agreements related to the 
management of these foreign currency transaction risks. 


Interest Rate Risk 

Quarterly, the company uses a combination of cash flow 
models to assess the sensitivity of its financial instruments 
with interest rate exposure to changes in market interest 
rates. The models calculate the effect of adjusting interest 
rates as follows: cash flows for financing receivables are 
discounted at the current prevailing rate for each receivable 
portfolio, cash flows for marketable securities are primarily 
discounted at the applicable benchmark yield curve plus 
market credit spreads, cash flows for unsecured borrowings 
are discounted at the applicable benchmark yield curve plus 


market credit spreads for similarly rated borrowers, cash flows 
for securitized borrowings are discounted at the swap yield 
curve plus a market credit spread for similarly rated borrowers, 
and cash flows for interest rate swaps are projected and 
discounted using forward rates from the swap yield curve at 
the repricing dates. The net loss in these financial 
instruments’ fair values which would be caused by decreasing 
the interest rates by 10 percent from the market rates at 
October 28, 2018 would have been approximately $21 million. 
The net loss from increasing the interest rates by 10 percent 
at October 29, 2017 would have been approximately 

$4 million. 


Foreign Currency Risk 

In the equipment operations, the company’s practice is to 
hedge significant currency exposures. Worldwide foreign 
currency exposures are reviewed quarterly. Based on the 
equipment operations’ anticipated and committed foreign 
currency cash inflows, outflows, and hedging policy for the 
next twelve months, the company estimates that a 
hypothetical 10 percent strengthening of the U.S. dollar 
relative to other currencies through 2019 would decrease the 
2019 expected net cash inflows by approximately $55 million. 
At October 29, 2017, a hypothetical 10 percent strengthening 
of the U.S. dollar under similar assumptions and calculations 
indicated a potential $78 million adverse effect on the 2018 
net cash inflows. 


In the financial services operations, the company’s policy is to 
hedge the foreign currency risk if the currency of the 
borrowings does not match the currency of the receivable 
portfolio. As a result, a hypothetical 10 percent adverse 
change in the value of the U.S. dollar relative to all other 
foreign currencies would not have a material effect on the 
financial services cash flows. 
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REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


To the stockholders and the Board of Directors of Deere & 
Company: 

Opinion on the Financial Statements 

We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries (the “Company”’) as of 
October 28, 2018 and October 29, 2017, the related statements 
of consolidated income, consolidated comprehensive income, 
changes in consolidated stockholders’ equity, and consolidated 
cash flows for each of the three years in the period ended 
October 28, 2018, and the related notes (collectively referred to 
as the “financial statements”). In our opinion, the financial 
statements present fairly, in all material respects, the financial 
position of the Company as of October 28, 2018, and 

October 29, 2017, and the results of its operations and its cash 
flows for each of the three years in the period ended 

October 28, 2018, in conformity with accounting principles 
generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the 
Public Company Accounting Oversight Board (United States) 
(PCAOB), the Company's internal control over financial reporting 
as of October 28, 2018, based on criteria established in Internal 
Control - Integrated Framework (2013) issued by the Committee 
of Sponsoring Organizations of the Treadway Commission and 
our report dated December 17, 2018, expressed an unqualified 
opinion on the Company's internal control over financial 
reporting. 

Basis for Opinion 

These financial statements are the responsibility of the 
Company's management. Our responsibility is to express an 
opinion on the Company's financial statements based on our 
audits. We are a public accounting firm registered with the 
PCAOB and are required to be independent with respect to the 
Company in accordance with the U.S. federal securities laws and 
the applicable rules and regulations of the Securities and 
Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of 
the PCAOB. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement, whether 
due to error or fraud. Our audits included performing procedures 
to assess the risks of material misstatement of the financial 
statements, whether due to error or fraud, and performing 
procedures that respond to those risks. Such procedures included 
examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. Our audits also included 
evaluating the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
presentation of the financial statements. We believe that our 
audits provide a reasonable basis for our opinion. 


DELOITTE & TOUCHE LLP 
Chicago, Illinois 


December 17, 2018 
We have served as the Company's auditor since 1910. 


MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 


The management of Deere & Company (the company”) is 
responsible for establishing and maintaining adequate internal 
control over financial reporting. The company’s internal control 
system was designed to provide reasonable assurance regarding 
the preparation and fair presentation of published financial 
statements in accordance with generally accepted accounting 
principles. 


All internal control systems, no matter how well designed, have 
inherent limitations. Therefore, even those systems determined to 
be effective can provide only reasonable assurance with respect 
to financial statement preparation and presentation in accordance 
with generally accepted accounting principles. 


U.S. Securities and Exchange Commission guidance allows 
companies to exclude acquisitions from management's report on 
internal control over financial reporting for the first year after 
the acquisition when it is not possible to conduct an assessment. 
In December 2017, the company acquired the stock and certain 
assets of substantially all of the business of Wirtgen Group 
Holding GmbH (Wirtgen) (see Note 4). Due to Wirtgen’s global 
operations, management has excluded Wirtgen from the annual 
assessment of the effectiveness of internal control over financial 
reporting as of October 28, 2018. Wirtgen represents 9 percent 
of both the consolidated total assets and consolidated net sales 
and revenues of Deere & Company as of and for the year ended 
October 28, 2018. 


Management assessed the effectiveness of the company’s 
internal control over financial reporting as of October 28, 2018, 
using the criteria set forth in Internal Control—Integrated 
Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on that 
assessment, management believes that, as of October 28, 2018, 
the company’s internal control over financial reporting was 
effective. 


The company’s independent registered public accounting firm has 
issued an audit report on the effectiveness of the company’s 
internal control over financial reporting. This report appears 
below. 


December 17, 2018 


REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 





To the stockholders and the Board of Directors of Deere & 
Company: 


Opinion on Internal Control over Financial Reporting 

We have audited the internal control over financial reporting of 
Deere & Company and subsidiaries (the “Company”’) as of 
October 28, 2018, based on criteria established in Internal 
Control—Integrated Framework (2013) issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO). In 
our opinion, the Company maintained, in all material respects, 
effective internal control over financial reporting as of 

October 28, 2018, based on criteria established in Internal 
Control—Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the 
Public Company Accounting Oversight Board (United States) 
(PCAOB), the consolidated financial statements as of and for the 
year ended October 28, 2018, of the Company and our report 
dated December 17, 2018, expressed an unqualified opinion on 
those financial statements. 


As described in Management's Report on Internal Control Over 
Financial Reporting, management excluded from its assessment 
the internal control over financial reporting at the acquired 
entities and assets of Wirtgen Group Holding GmbH (‘Wirtgen’’), 
which was acquired in December 2017 and whose financial 
statements constitute 9 percent of both total assets and net 
sales and revenues of the consolidated financial statement 
amounts as of and for the year ended October 28, 2018. 
Accordingly, our audit did not include the internal control over 
financial reporting at Wirtgen. 


Basis for Opinion 

The Company’s management is responsible for maintaining 
effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial 
reporting, included in the accompanying Management's Report 
on Internal Control over Financial Reporting. Our responsibility is 
to express an opinion on the Company's internal control over 
financial reporting based on our audit. We are a public 
accounting firm registered with the PCAOB and are required to 
be independent with respect to the Company in accordance with 
the U.S. federal securities laws and the applicable rules and 
regulations of the Securities and Exchange Commission and the 
PCAOB. 


We conducted our audit in accordance with the standards of the 
PCAOB. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether effective 
internal control over financial reporting was maintained in all 
material respects. Our audit included obtaining an understanding 
of internal control over financial reporting, assessing the risk that 
a material weakness exists, testing and evaluating the design and 
operating effectiveness of internal control based on the assessed 
risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit 
provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial 
Reporting 

A company’s internal control over financial reporting is a process 
designed to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted 
accounting principles. A company’s internal control over financial 
reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of 
the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the 
company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide 
reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial 
statements. 


Because of its inherent limitations, internal control over financial 
reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods 
are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


DELOITTE & TOUCHE LLP 
Chicago, Illinois 
December 17, 2018 
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DEERE & COMPANY 


STATEMENT OF CONSOLIDATED INCOME 
For the Years Ended October 28, 2018, October 29, 2017, and October 30, 2016 
(In millions of dollars) 






































2018 2017 2016 

Net Sales and Revenues 
Net Sales vires secscesnssesnadevasvuaascedeiey son thn cnersymsavancessegenenad devbbas santa revdseuccanvaaiaawaageeu Ua sadaecureen ss $ 33,350.7. $ 25,885.1 $ 23,3873 
Finance and interest inCOMe ...........c.ccceeeseeeeeeneeeeeeeeeeeeeeeeaeeeeeeeeeeeeeeeteeeeeeneeeeneserseestneeereneees 3,106.6 2,731.5 2,511.2 
OEM GR AMGOME fie rai Soc t deca ace goed nents toeeedv ad eniebec beta tetsues estate te gaan aero Meet 900.4 1,121.1 745.5 

Ota i csicannntce chacenasoeeasaasaetreneactundadusnausetosausnticdecmtnnrated sented basedanPasa tpnsetnns, Pub ceestresaed 37,357.7 29,737.7 26,644.0 
Costs and Expenses 
GOSE OT SaleS: n.csscinesenasdevansnesasaedasssasdtuedaanaualaagnsanmes taades rapu@eagdles sieethaadaunasbontdedestepubidedmastet 25,571.2 19,866.2 18,196.1 
Research and development expenses...............ceeeecceeeeeeeececeeeeeeueeeeeeeeecaeeeeeaeeeeaeeeeraeeeeeneeeeeneres 1,657.6 1,372.5 1,393.7 
Selling, administrative and general expenses ..............:ceeeceeeeeeeeeeeeeeeeeeeeeeeeeeeteneeeeneeeeneeeeeneeeee 3,455.5 3,097.8 2,791.2 
[EEPESE OXPOMSE gn te aidavirs cted Setamusnienmianenaedarsaaitnelte sinha diobaiiessiee healed users Meabge tag sonsiae tay menbeaae edie 1,203.6 899.5 763.7 
Other Operating Expenses: ie.c/i2ctad sae kaceosa ba neansd ch lpnsasardedagnneateoatsdebned ended web nhuseted wheeasateeaeedee 1,399.1 1,347.9 1,275.3 

MIO bel eee eS acct get et anane eeargetnie her seeutraacineeneebenest nee bantam aetee sacred aipeneeeee st auecuoe rene eanecoate oes 33,287.0 26,583.9 24,420.0 
Income of Consolidated Group before Income Taxes..................00cccceeeeeeeeeeeeeeeeeeeeeteeeeeeeeeenees 4,070.7 3,153.8 2,224.0 
Provision: fOr INCOME tAXOS:. css eagecs oasSbeagear ecsaeaesnesd chain doees sg yenedaede cpaagedaughsluaaetandagh nieeseneacel ves 1,726.9 971.1 700. 
Income of Consolidated Group......................ccccccceeeeeeeeeeeeeeeeeeeeeeeeeeteeeeeeneteeseesetaneseeseeeeeneees 2,343.8 2,182.7 1,523.9 
Equity in income (loss) of unconsolidated affiliates .............0.cccccceeececeeeeeeeeeee eee eeeeteeeeeeeeeeeeeeeeees 26.8 (23.5) (2.4) 
NG b INCOME 258) h cece ttsinhide saath obet ee ietdnoctaaidanteeeteds Sihooune dasa biddeeatyicieetcdeadadinusieeneeiambeeeboehtata 2,370.6 2,159.2 1,521.5 

Less: Net income (loss) attributable to noncontrolling interests ..............:0:ccccceeeeeeeeeeee eee 2.2 J (2.4) 
Net Income Attributable to Deere & Company ...............00000ccccccccccecec cess cette ecteteteeteetttteeeeees S$ 2368.4 $ 21591 $ 1,523.9 
Per Share Data 
ease aha d ersten taateea ects gates civaiee se ecg cio a ta tacosenya cies ateeaiotaeets ba oti ee tae See ecote et haces te ouaeee ees $ 734 S$ 6.76 § 4.83 
DiWRO seers scewi ceeds tteatnat sas staangdedeassneancteiersiaea ronda naseynyanedensdan these sddeandeies slaasn dete assandeetdnendens $ 724 $ 6.68 § 4.8] 
Dividends deel aned tse. tn. ocece geet ett. beet ek eee aha renee 8 ue eee ae Stee eames § 258 § 240 S$ 2.40 
Average Shares Outstanding 
BasiCracastuuche hates A hatch ad catia tieeinco i Uhgtos aaa losace neadas Es caa oe as teers genie ae@ueinouaeaae ast suatds 322.6 319.5 315.2 
DiIIt| tfc Oe eee ee ee ee er te ree ee eee ee ee 327.3 323.3 316.6 





The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 
For the Years Ended October 28, 2018, October 29, 2017, and October 30, 2016 
(In millions of dollars) 




















2018 2017 2016 

NG@t INCOME i5i4e5r scx czecciarsncenssedeexessesautuccianaiaiein Mmasdubencniessdeadeceqamhaahaaheseans dee olecientieonantaniets $ 2,370.6 $ 2,159.2 $ 1,521.5 
Other Comprehensive Income (Loss), Net of Income Taxes 

Retirement benefits adjustment ...........0.0cccccccceeeceeee cece cece eeeeeeeeeeeeeeeceeeeeeeeeeeeeeseeeeeeeeeeeeeeeeeaeeees 1,052.4 828.8 (907.6) 

Cumulative translation adjustment .......0.......cccccccee cece eeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeeaeaees (195.4) 230.6 9.0 

Unrealized gain on derivatives .............cceeeceeeeceeeeeeeeeeeeeeeeeeeeeeereeeeeeeeeeeeeeeneetsnneeeeneeerineereneees 9.1 3. 2.9 

Unrealized loss on investments ..........66.cccccccceeee cece cece eee eeeeeeeeeeeeceeeeeeeeeeeeaeeeeeeeeeeeeeeeeeeeeeeeeeeeaees (13.3) (.6) (.9) 
Other Comprehensive Income (Loss), Net of Income Taxes ....................2200cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 852.8 1,062.5 (896.6) 
Comprehensive Income of Consolidated Group .....................:cececceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeneteeeeeeed 3,223.4 3,221.7 624.9 
Less: Comprehensive income (loss) attributable to noncontrolling interests................00000ceeeeeeeeeeeeeeeeees 2.) 3 (2.4) 
Comprehensive Income Attributable to Deere & Company .....................cccceeeeceeeeeeeeeeeeeeeeeneteeeeeeees § 3,221.3 § 32214 S$ 6273 








The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


CONSOLIDATED BALANCE SHEET 
As of October 28, 2018 and October 29, 2017 
(In millions of dollars except per share amounts) 



































2018 2017 
ASSETS 
Cash and cash equivalents ..........00ccccccccceeeeceeceeeeteeeeeceectsteeeeeeeteseeeeeeettsteeeeeesttieeeeeeettsteeeseetititeeseeetes § 39040 S$ 9,334.9 
Marketable securities ....... 00... .cccceceeeeeceeeeeeeeeeeeeeeeeeeeeeeececaeeeecaeeeeeeeeeceeeeeceeeseeeesneeeeeneeesnesessereteaeeeeneees 490. 451.6 
Receivables from unconsolidated affiliates............. ccc eeceeeeceeeceeeeeeceeeeeeeeeeseeeeeeeeeeeeeeeeeeeeeeeeeseeeeeeernneeeneees 21.7 35.9 
Trade accounts and notes receivable — net ............cccceeeeeeeeeeeeeeeeeeeeeeeeeeeceneeeeeeeeeeeeeeeeeeeeneeersneeesneeseeneeseeees 5,004.3 3,924.9 
inanGing receivables:=- Met utc ecg fea csseda.coeee ted chpade uapecdpapne dade dene daydanenos baeanthneteds dae aweded sa soiGhnediagedoneck ares 27,054. 25,104.1 
Financing receivables: securitized — Mé@t usccc:cessscccseesinavactve. seasaedceanesaeer sacs detesd sata ieiesedacde esa ver acdeventedd ences 4,021.4 4,158.8 
Other Peceivabless vse ciensaccs Seecuccusnessaaiyde bea hoes stints hedpaleaienaw acces seucterdsieas plouatauat Suagauqanad ioaauusued ates akadeaed id aiceetenes 1,735.5 1,200.0 
Equipment onoperating leases = Met .:cccic.sdseencedescsasasatess sass vanceneceveuendds -cleauacees shestandedea siasayacderehiau paces: 7,165.4 6,593.7 
IVETE OS recites cacy ete nt eaincteaectate ran nae cts natn ett. as Lonet aerate saucinaaigtde GA tataasiadeabe Sis nice otatcat hime t taster tnindtedeas oh 6,148.9 3,904.1 
Property and equipment = net... ...6..5sci.2. echo snepedeenmed mee eed ae nehened geeadeees beep cote geen sa hue dese udigeeaeeeaue eee 5,867.5 5,067.7 
Investments in unconsolidated affiliates .......... cee cceeeceeeeeeeeeeeee neces eeeeeeeeeeeaeeeeeeeeeeaeeeeeaeeeeneeereeeeeeeeeteneees 207.3 182.5 
GGG GW IIIs eee teste aedet ainda hates dacs af teee teen san seahantan abel actus ant cencunteds ofanesemuaant vaapentadaama atu padseeisoMemtratiecs myuntearee 3,100.7 1,033.3 
Other intangible: assets: = met..sc229. c¢:tgeccgeguentadedeondameagees ages stddandagex Badge eels aahdeds tbaandelavslabadeeiavesieedsaede etd 1,562.4 218.0 
Retirement: DOMGHIES::, cies cencpssacas vender paneduni eats iacenbacapatasnesiaeeoeadeadriaaesateqdeteanslacins ines tadeed ei mes Padadacrnephadacaneses 1,298.3 538.2 
Deferred sme orme taxes: act cscd ade uhctincntoenat saeantired ean ouanee dea eqre nu emmnee daa sitennner de eteaunihce aevtns panned aa ennasancenee eae 808.0 2,415.0 
OEM GI ASSOLS sca tecctsstenca act Alass aee an feat toate esate chet Ast cae eae cnateacaer de, east naaelnet sean Sar hcack a ee Petal ap eee 1,718.4 1,623.6 
Total Sets ese asee oon ee ee $ 70,108.0 S$ 65,786.3 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term’ borrowings: i.:.ssacudsche. see caeieet meseaadse Deseaehaden: sashadedewsssabebadias aman ndess ndapigdediuesaeendd a esate aueees S$ 1,061.4 $ 10,0353 
Short-term securitization DOrrOWINGS ............cceeeeeeeeeeceeeeeteeeeeeeeeeeeeeeeeeeeteeeeteeeeeseneeeetneeeeneeertneeteneeereeeeee 3,957.3 4,118.7 
Payables to unconsolidated affiliates 2... 0.00.00... .ceeececeeeecneececneeeeceeeeeeeeeeeaeeeeeaeeeeeeeecaeeeeeaeeeeneteeeeeeeaeeeesneees 128.9 121.9 
Accounts payable and accrued eXxpenses..............ccceeeeeeeeeceeeeeeneeeeneeeeeeeeeeaneeeceereeceeeseeeeeeneeeesneeesneeeeeneeeeanes 10,111.0 8,417.0 
Deferred income taxes. .cciit ac iiihioe Se laklla ae MLA eM ES) MOM RU A ie tid RR EA Re a etd 555.8 209.7 
Kom@=tenin: BOmGWiMGS).<2.2:< geil case textien tad desticidac Sean dee altace dakeccsaphy ad atedauiad curate daaaantueaesteaeshiegeede yates 27,2374 25,891.3 
Retirement benefits and other liabilities 0.2.0.0... ee ec ceeee ee eeee ee eeee ee eeeeeeeeeeeeeeeeeneseeeeeeeeeeeeneeeeeeeeeeneeeeeneees 5,751.0 7,417.9 
TOtal Mab C Si a26atactan ates ncn saetiaetuntteiarpanlentsas aaeatessalhe tases tti eather Dasha Sanat taal te aan teteeed eae Raa Oa ae 58,802.8 56,211.8 

Commitments and contingencies (Note 22) 
Redeemable noncontrolling interest (Note 4) ..............ccceceecee cece eee eee eee eeeeeeeeeeeeeeeeegeeeedeeeeeeeeeeeeeeeeeeeeeeeeeeeees 14.0 14.0 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 

issued — 536,431,204 shares in 2018 and 2017), at paid-in aMOUNE «2.2.2.2... 0 cee ee eee eeeeeeeeeeeeeeee eee eeeeeeeeeeeeeeees 4,474.2 4,280.5 
Common stock in treasury, 217,975,806 shares in 2018 and 214,589,902 shares in 2017, at COSt ...........0000eceeee (16,311.8) (15,460.8) 
Retained! CarninGsisccc es sos site oi oeeatteee Side one bed smc tbe ate aathisheede cand ta man tachesipecleun chs plophaulaaade oak bande saeasgeeess 27,553.0 25,301.3 
Accumulated other comprehensive income (loSS)............:06ccc:ccceeeeeeeee eee e esse eeeeeeeeeeeeeeeeeeeeeeeeeeeeeteseeeeeeeeeeeeees (4,427.6) (4,563.7) 
Total Deere & Company stockholders’ equity .............ccceeeeeeeeeeeeeeeeeeeeeeeeceueeeeeeeeeeeeeeeeeeeeeeesenereeeeeseeneeeeeees 1,287.8 9,557.3 
Nonicontrolling, iinterestss.2..t2.2ais inadechetanaecesesetahe wanesdcatiamendetcisieahuddd dadateAanashaencs sagan ad weedaeue Gs 34 3.2 

Total sstockMOlders’ CQuity sc..c08 ceed lek aiaiee is eopaeeisedde russe handea dad ua lame de edadenbede omc tindenin actagaetbagadagieebee at 1,291.2 9,560.5 
Total Liabilities and Stockholders’ Equity ......0........000000cccccccccceccececceeeeeeeeeceseeeeeeestiseeeeesesisteeeesesitstseeeeey $ 70,108.0 S$ 65,786.3 











The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED CASH FLOWS 
For the Years Ended October 28, 2018, October 29, 2017, and October 30, 2016 
(In millions of dollars) 



































2018 2017 2016 
Cash Flows from Operating Activities 
Net INCOME iccvvssasnisceuresanns sanenevesencieridentnaceemtu wands 4astveneaeeaadaawaageayeia a dasenreaaakeemereoads S$ 2,370.6 $ 2,159.2 $§ 1,521.5 
Adjustments to reconcile net income to net cash provided by operating activities: 
Provision for credit: l0SS@S.....o..csx ol. Poids wntawiesg Se cahee shag tonsa edie eo nen ued cums Shady Misads Saye at 90.8 98.3 94.3 
Provision for depreciation and amortization .............cccceeceeeeeeeeceeeeeeee cesta eeeeeeeeeeeeeeeeeeeeees 1,927.1 1,715.5 1,559.8 
Impairment chargesisiicttideceece ak Gee aecteliid dalarese enhedamag Mamba beeline adeee hone Ractaehadbbhedattinces 39.8 85.1 
Share-based compensation expense ...........cccceeeeeeeeeee eect eeeeeeeeeeeeaeeeeeeeeeeeeeeteeeeeneeeeeneeeea 83.8 68.1 70.6 
Gain on sale of affiliates and investments ...........::ccccceseeeeceeeeeeeeeeeeeeeeeeeetttettetteeeeeeeeeeeeess (25.1) (375.1 (74.5) 
Undistributed earnings of unconsolidated affiliates ............0...ccceccceceeeeeeeeee estes eeeeeeeeeeeeeeeees (26.3) (14.4 (1.9) 
Provision for deferred income taxes .............. ccc eect e escent eee e ene ee et tenet eet tenets 1,479.9 100.1 282.7 
Changes in assets and liabilities: 
Trade, notes and financing receivables related to Sales................000cccceeeeeeeeeeeeeeeeeeeeeeeeeees (1,531.1) (838.9 335.2 
WENO MCS ce: ceases ohn gett eset a cae aca eariact aaNet hatae dich aad son dade tedeueeamear terete (1,772.3) (1,305.3 (106.1) 
Accounts payable and accrued expenses .............::ceceeececeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 722.3 968.0 (155.2) 
Accrued income taxes payable/receivable...............ccccccceceeceeeeeeeee eee eeeeeeeeeeeeeeeeeeeeeeeeeeeees (466.2) (84.2 7.0 
Retirement benefits ............ccccceeeeeeeeeeeeeeeeeeeeeeeeeeeetcttettetrteeeeeeeeeeeeeeeeeeeeentttttnitereees (1,026.1) (31.9 238.6 
OTC lie oie ch oateadeeetn tat tea autrieteneha cor chaste as ta ueadeaeeun manesMeretaa ace ane eree ean eds cet ataehe cs (7.1) (299.4 (87.4) 
Net cash provided by operating activities 0.0.0.0... ccc ceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteneeeeeeeeees 1,820.3 2,199.8 3,769.7 
Cash Flows from Investing Activities 
Collections of receivables (excluding receivables related to sales) ..............ccccccceeeeeeeeeeeeeeeeeeeeees 15,589.3 14,671.1 14, 611.4 
Proceeds from maturities and sales of marketable securities ......0.....0 eects 76.6 404.2 169.4 
Proceeds from sales of equipment on operating leases...............ecceeeeeeeeeeeeeeeeeeeeeeteeeeeeeeeeeenees 1,482.7 1,440.8 1,256.2 
Proceeds from sales of businesses and unconsolidated affiliates, net of cash sold.............00.2.. 155.6 113.9 81.1 
Cost of receivables acquired (excluding receivables related to sales)...................:00ceeeeeeeeeeeeeeeees (17,013.3) (15,221.8) (13,954.5) 
Acquisitions of businesses, net of cash acquired ............. 0.0.0 ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeeeees (5,245.0) (284.2) (198.5) 
Purchases of marketable securities ..........0000ccccceccecceeeeeeeeeeeeeeeeetttetettettreeeeeeeeeeeeeeeeeeeeeeenne (132.8) (118.0) (171.2) 
Purchases of property and equipment .............0.000cccccceeceeeeeeeece eee eeeeeeeeeeeeeeeeeeeeeeeeeeteeeeeeeeees (896.4) (594.9) (644.4) 
Cost of equipment on operating leases acquired ..............cccccce eee eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeess (2,053.7) (1,997.4) (2,310.7) 
TSR tig enlace cet ccctemcn Ah a uee te Reo eterna ence tnaa se stmnatnetan atc gtacamaer ane ngantaenearaans (117.4) (58.0) (16.0) 
Net cash used for investing activities. ...............c ccc ceeeceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (8,154.4) (1,644.3) (1,177.2) 
Cash Flows from Financing Activities 
Increase (decrease) in total short-term bOrrOWINGS ...........ccccccccee cess eeeeeeeeeeeeeeeeeeeeeeeeteeeeeeenes 473.2 1,310.6 (1,213.6) 
Proceeds. from long-term 'borrOWingS wc. .-sesenaces se seeaccees -ssasedacwessnisadaneueenkead nadia se be sudaeeeiebaeees 8,287.8 8,702.2 5,070.7 
Payments of long-term borrowingS .............-0000ceeeeeeeeeeeeeeeeceeceee eee eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (6,245.3) (5,397.0) (5,267.6) 
Proceeds from issuance of common stock .........0.....0 cece eset cess eae ee eee enna tena eee eee a nee 216.9 528.7 36.0 
Repurchases Of COMMON StOCK ............cccccce cece ee eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (957.9) (6.2) (205.4) 
Dividend s:paid <2: tood cciguieoeacdhs ie dbideckeidabedagebiiabe taceeeituadueddeeihuhles bbe hetdedlaage haihebodee eluded (805.8) (764.0) (761.3) 
ENGR seats sate heaiea saceetagn cucdactee sce se ndnee cetectas a yates steted tictach cnn Met se aesices een eater cada e tes (92.5) (87.8) (64.7) 
Net cash provided by (used for) financing activities ..................cceece eee eeeeeeeeeeeeeeeeeeeees 876.4 4,286.5 (2,405.9) 
Effect of Exchange Rate Changes on Cash and Cash Equivalents ........................:cceeeeeeeeeeeeees 26.8 157.1 (13.0) 
Net Increase (Decrease) in Cash and Cash Equivalents .................0..0000000cccceceeeeeeeeeeeeeteeeeeeees (5,430.9) 4,999.1 173.6 
Cash and Cash Equivalents at Beginning of Year.......................cccccceeeeeeeeeeeeeeeteeeeeeeeeteteneeees 9,334.9 4,335.8 4,162.2 
Cash and Cash Equivalents at End of Year. ......00000....00000ccccccccccesececeeetsseeeeeeeeteseeeeeeettsseeees S 39040 $ 93349 S$ 4335.8 











The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


STATEMENT OF CHANGES IN CONSOLIDATED STOCKHOLDERS’ EQUITY 
For the Years Ended October 30, 2016, October 29, 2017, and October 28, 2018 


(In millions of dollars) 





Total Stockholders’ Equity 





Deere & Company Stockholders 























Accumulated 
Total Other Redeemable 
Stockholders’ Common _ Treasury Retained Comprehensive Noncontrolling | Noncontrolling 

Equity Stock Stock Earnings _ Income (Loss) Interests Interest 
Balance November 1, 2015............... $ 6,757.6 $3,825.6 $(15,497.6) $23,144.8 $ (4,729.4) S$ 14.2 
Net income (loss)..............22:::::::008 1,521.5 1,523.9 (2.4) 
Other comprehensive loss................ (896.6) (896.6) 
Repurchases of common stock.......... (205.4) (205.4) 
Treasury shares reissued................4. 25.9 25.9 
Dividends declared ................2:::::05: (758.0) (757.1) (.9) 
Acquisition (Note 4) ...........cceeee S 14.0 
Stock options and other.................. 85.8 86.2 (.3) (.1) 
Balance October 30, 2016 ............... 6,530.8 3,911.8 (15,677.1) — 23,911.3 (5,626.0) 10.8 14.0 
Net INCOME :ieerpeccncurseteaeteeacnnaseci es 2,159.2 2,159.1 sl 
Other comprehensive income............ 1,062.5 1,062.3 2 
Repurchases of common stock.......... (6.2) (6.2) 
Treasury shares reissued .................. 222.5 222.5 
Dividends declared ................::::::05: (770.4) (769.2) (1.2) 
Stock options and other.................. 362. 368.7 J (6.7) 
Balance October 29, 2017 ............... 9,560.5 4,280.5  (15,460.8) 25,3013 (4,563.7) 3.2 14.0 
Net income .......... cee ceeeeeeeeeneeeeeeene 2,369.4 2,368.4 1.0 1.2 
Other comprehensive income (loss) .... 852.8 852.9 (.1) 
Repurchases of common stock.......... (957.9) (957.9) 
Treasury shares reissued...............6. 106.9 106.9 
Dividends declared ...............0.000000 (835.8) (833.8) (2.0) (1.2) 
Acquisition (Note 4) ..............:0008 in| ll 
Stock options and other.................. 194.2 193.7 3 2 
ASU No. 2018-02 adoption*............. 716.8 (716.8) 
Balance October 28, 2018 ............... $ 11,291.2 $4,474.2 S$ (16,311.8) $27,553.0 $ (4,427.6) S$ 3.4 $ 14.0 











* See Note 3. 





The notes to consolidated financial statements are an integral part of this statement. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 





1. ORGANIZATION AND CONSOLIDATION 





Structure of Operations 
The information in the notes and related commentary are 
presented in a format that includes data grouped as follows: 


Equipment Operations - Includes the company’s agriculture 
and turf operations and construction and forestry operations 
with financial services reflected on the equity basis. 


Financial Services — Includes primarily the company’s financing 
operations. 


Consolidated — Represents the consolidation of the equipment 
operations and financial services. References to “Deere & 
Company” or “the company” refer to the entire enterprise. 


Principles of Consolidation 

The consolidated financial statements represent primarily the 
consolidation of all companies in which Deere & Company has 
a controlling interest. Certain variable interest entities (VIEs) 
are consolidated since the company is the primary beneficiary. 
The primary beneficiary has both the power to direct the 
activities that most significantly impact the VIEs’ economic 
performance and the obligation to absorb losses or the right 
to receive benefits that could potentially be significant to the 
VIEs. Deere & Company records its investment in each 
unconsolidated affiliated company (generally 20 to 50 percent 
ownership) at its related equity in the net assets of such 
affiliate (see Note 10). Other investments (less than 

20 percent ownership) are recorded at cost. 


Fiscal Year 

The company uses a 52/53 week fiscal year ending on the last 
Sunday in the reporting period. The fiscal year ends for 2018, 
2017, and 2016 were October 28, 2018, October 29, 2017, and 
October 30, 2016, respectively. All fiscal years contained 

52 weeks. 


Variable Interest Entities 
The company consolidates certain VIEs related to retail note 
securitizations (see Note 13). 


The company also has an interest in a joint venture that 
manufactures construction equipment in Brazil for local and 
overseas markets. The joint venture is a VIE, but the company 
is not the primary beneficiary. Therefore, the entity’s financial 
results are not fully consolidated in the company’s 
consolidated financial statements, but are included on the 
equity basis. The maximum exposure to losses at October 28, 
2018 in millions of dollars follows: 





October 2018 





Receivables from unconsolidated affiliates .............. $ 2 
WG ati UaraNte es sissies sacked ceetiew aeldn ds ned salen dee tals 25 
[.(0) | eae ee eer ee wer ete AO fae ee ere cee neces $ 27 





2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 





The following are significant accounting policies in addition to 
those included in other notes to the consolidated financial 
statements. 


Use of Estimates in Financial Statements 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. requires 
management to make estimates and assumptions that affect 
the reported amounts and related disclosures. Actual results 
could differ from those estimates. 


Revenue Recognition 

Sales of equipment and service parts are recorded when the 
sales price is determinable and the risks and rewards of 
ownership are transferred to independent parties based on the 
sales agreements in effect. In the U.S. and most international 
locations, this transfer occurs primarily when goods are 
shipped. In Canada and some other international locations, 
certain goods are shipped to dealers on a consignment basis 
under which the risks and rewards of ownership are not 
transferred to the dealer. Accordingly, in these locations, sales 
are not recorded until a retail customer has purchased the 
goods. In all cases, when a sale is recorded by the company, 
no significant uncertainty exists surrounding the purchaser's 
obligation to pay. No right of return exists on sales of 
equipment. In select instances, equipment is transferred to a 
customer or a financial institution with a significant residual 
value guarantee or with an obligation to repurchase the 
equipment for a specified amount, which is exercisable at the 
customer's option. Those arrangements are accounted for as 
leases. When the operating lease criteria are met, no sale is 
recorded at the time of the equipment transfer and the 
difference between sale price and the specified amount is 
recognized as revenue on a straight-line basis until the 
customer's option expires. Service parts and certain 
attachments returns are estimable and accrued at the time a 
sale is recognized. The company makes appropriate provisions 
based on experience for costs such as doubtful receivables, 
sales incentives, and product warranty. 


Financing revenue is recorded over the lives of related 
receivables using the interest method. Extended warranty 
premiums recorded in other income are generally recognized in 
proportion to the costs expected to be incurred over the 
contract period. Deferred costs on the origination of financing 
receivables are recognized as a reduction in finance revenue 
over the expected lives of the receivables using the interest 
method. Income and deferred costs on the origination of 
operating leases are recognized on a straight-line basis over 
the scheduled lease terms in finance revenue. 


4] 
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Sales Incentives 

At the time a sale is recognized, the company records an 
estimate of the future sales incentive costs for allowances and 
financing programs that will be due when a dealer sells the 
equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels, and retail sales volumes. 


Product Warranties 

At the time a sale is recognized, the company records the 
estimated future warranty costs. These costs are usually 
estimated based on historical warranty claims and 
consideration of current quality developments (see Note 22). 


Sales Taxes 

The company collects and remits taxes assessed by different 
governmental authorities that are both imposed on and 
concurrent with revenue producing transactions between the 
company and its customers. These taxes may include sales, 
use, value-added, and some excise taxes. The company reports 
the collection of these taxes on a net basis (excluded from 
revenues). 


Shipping and Handling Costs 
Shipping and handling costs related to the sales of the 
company’s equipment are included in cost of sales. 


Advertising Costs 

Advertising costs are charged to expense as incurred. This 
expense was $188 million in 2018, $169 million in 2017, and 
$169 million in 2016. 


Depreciation and Amortization 

Property and equipment, capitalized software, and other 
intangible assets are generally stated at cost less accumulated 
depreciation or amortization. These assets are depreciated 
over their estimated useful lives generally using the 
straight-line method. Equipment on operating leases is 
depreciated over the terms of the leases using the 
straight-line method. Property and equipment expenditures for 
new and revised products, increased capacity, and the 
replacement or major renewal of significant items are 
capitalized. Expenditures for maintenance, repairs, and minor 
renewals are generally charged to expense as incurred. 


Securitization of Receivables 

Certain financing receivables are periodically transferred to 
special purpose entities (SPEs) in securitization transactions 
(see Note 13). These securitizations qualify as collateral for 
secured borrowings and no gains or losses are recognized at 
the time of securitization. The receivables remain on the 
balance sheet and are classified as “Financing receivables 
securitized — net.” The company recognizes finance income 
over the lives of these receivables using the interest method. 


Receivables and Allowances 

All financing and trade receivables are reported on the balance 
sheet at outstanding principal adjusted for any charge-offs, 
the allowance for credit losses, and any deferred fees or costs 
on originated financing receivables. Allowances for credit 
losses are maintained in amounts considered to be appropriate 
in relation to the receivables outstanding based on collection 
experience, economic conditions in the company’s major 
markets and geographies, and credit risk quality. Receivables 


are written-off to the allowance when the account is 
considered uncollectible (see Note 12). 


Impairment of Long-Lived Assets, Goodwill, and Other 
Intangible Assets 

The company evaluates the carrying value of long-lived assets 
(including equipment on operating leases, property and 
equipment, goodwill, and other intangible assets) when events 
or circumstances warrant such a review. Goodwill and 
intangible assets with indefinite lives are tested for impairment 
annually at the end of the third quarter of each fiscal year, 
and more often if events or circumstances indicate a reduction 
in the fair value below the carrying value. Goodwill is 
allocated and reviewed for impairment by reporting units, 
which consist primarily of the operating segments and certain 
other reporting units. Goodwill is allocated to the reporting 
unit in which the business that created the goodwill resides. 
To test for goodwill impairment, the carrying value of each 
reporting unit is compared with its fair value. If the carrying 
value of the goodwill is considered impaired, the impairment is 
measured as the excess of the reporting unit's carrying value 
over the fair value, with a limit of the goodwill allocated to 
that reporting unit. If the carrying value of the long-lived 
asset is considered impaired, a loss is recognized based on the 
amount by which the carrying value exceeds the fair value of 
the asset (see Notes 5 and 26). 


Derivative Financial Instruments 

It is the company’s policy that derivative transactions are 
executed only to manage exposures arising in the normal 
course of business and not for the purpose of creating 
speculative positions or trading. The company’s financial 
services operations manage the relationship of the types and 
amounts of their funding sources to their receivable and lease 
portfolio in an effort to diminish risk due to interest rate and 
foreign currency fluctuations, while responding to favorable 
financing opportunities. The company also has foreign 
currency exposures at some of its foreign and domestic 
operations related to buying, selling, and financing in 
currencies other than the functional currencies. In addition, 
the company has interest rate exposure at certain equipment 
operations units for below market retail financing programs 
that are used as sales incentives and are offered for extended 
periods. 


All derivatives are recorded at fair value on the balance sheet. 
Cash collateral received or paid is not offset against the 
derivative fair values on the balance sheet. Each derivative is 
designated as either a cash flow hedge or a fair value hedge 
or remains undesignated. Changes in the fair value of 
derivatives that are designated and effective as cash flow 
hedges are recorded in other comprehensive income (OCI) and 
reclassified to the income statement when the effects of the 
item being hedged are recognized in the income statement. 
Changes in the fair value of derivatives that are designated 
and effective as fair value hedges are recognized currently in 
net income. These changes are offset in net income to the 
extent the hedge was effective by fair value changes related 
to the risk being hedged on the hedged item. Changes in the 
fair value of undesignated hedges are recognized currently in 
the income statement. All ineffective changes in derivative fair 
values are recognized currently in net income. 





All designated hedges are formally documented as to the 
relationship with the hedged item as well as the 
risk-management strategy. Both at inception and on an 
ongoing basis the hedging instrument is assessed as to its 
effectiveness. If and when a derivative is determined not to 
be highly effective as a hedge, the underlying hedged 
transaction is no longer likely to occur, the hedge designation 
is removed, or the derivative is terminated, the hedge 
accounting discussed above is discontinued (see Note 27). 


Foreign Currency Translation 

The functional currencies for most of the company’s foreign 
operations are their respective local currencies. The assets and 
liabilities of these operations are translated into U.S. dollars at 
the end of the period exchange rates. The revenues and 
expenses are translated at weighted-average rates for the 
period. The gains or losses from these translations are 
recorded in OCI. Gains or losses from transactions 
denominated in a currency other than the functional currency 
of the subsidiary involved and foreign exchange forward 
contracts are included in net income. The pretax net loss for 
foreign exchange in 2018, 2017, and 2016 was $8 million, 

$62 million, and $38 million, respectively. 


3. NEW ACCOUNTING STANDARDS 


New Accounting Standards Adopted 

In the first quarter of 2018, the company early adopted 
Financial Accounting Standards Board (FASB) Accounting 
Standard Update (ASU) No. 2017-07, Improving the 
Presentation of Net Periodic Pension Cost and Net Periodic 
Postretirement Benefit Cost, which amends Accounting 
Standards Codification (ASC) 715, Compensation — Retirement 
Benefits. This ASU required that employers report only the 
service cost component of the total defined benefit pension 
and OPEB cost in the same income statement lines as 
compensation for the participating employees. The other 
components of these benefit costs are reported outside of 
operating profit in the income statement line other operating 
expenses. The ASU was adopted on a retrospective basis that 
increased operating profit in fiscal years 2018, 2017, and 2016 
by $15 million, $31 million, and $20 million, respectively. The 
income statement line changes for fiscal years 2017 and 2016 
were cost of sales decreased $67 million and $53 million, 
research and development expenses increased $5 million and 
$5 million, selling, administrative and general expenses 
increased $31 million and $28 million, and other operating 
expenses increased $31 million and $20 million, respectively. In 
addition, only the service cost component of the benefit costs 
is eligible for capitalization, which was adopted beginning the 
first quarter of 2018. 


In the first quarter of 2018, the company adopted ASU 

No. 2016-07, Simplifying the Transition to the Equity Method 
of Accounting, which amends ASC 323, Investments — Equity 
Method and Joint Ventures, which did not have a material 
effect on the company’s consolidated financial statements. 


In March 2018, the FASB issued ASU No. 2018-05, 
Amendments to SEC Paragraphs Pursuant to SEC Staff 
Accounting Bulletin No. 118, which amends ASC 740, Income 
Taxes. This ASU incorporates SEC Staff Accounting Bulletin 
No. 118, which was also issued in December 2017, into the 
ASC. The ASU provides guidance on when to record and 


disclose provisional amounts related to tax reform. In addition, 
the ASU allows for a measurement period up to one year after 
the enactment date of tax reform to complete the related 
accounting requirements and was effective when issued. The 
company will complete the adjustments related to tax reform 
within the allowed period. The effects of tax reform on the 
company’s consolidated financial statements are outlined in 
Note 8. 


In February 2018, the FASB issued ASU No. 2018-02, 
Reclassification of Certain Tax Effects from Accumulated Other 
Comprehensive Income, which amends ASC 220, Income 
Statement — Reporting Comprehensive Income. Included in the 
provisions of tax reform is a reduction of the corporate 
income tax rate from 35 percent to 21 percent. Accounting 
principles generally accepted in the U.S. require that deferred 
taxes are remeasured to the new corporate tax rate in the 
period legislation is enacted. The deferred tax adjustment is 
recorded in the provision for income taxes, including items for 
which the tax effects were originally recorded in OCI. This 
treatment results in the items in OCI not reflecting the 
appropriate tax rate, which are referred to as stranded tax 
effects. This ASU allows a reclassification from accumulated 
OCI to retained earnings for stranded tax effects resulting 
from tax reform. The company early adopted this ASU in the 
fourth quarter of 2018. The stranded tax effects reclassified 
from OCI to retained earnings were $717 million. 


New Accounting Standards to be Adopted 

In May 2014, the FASB issued ASU No. 2014-09, Revenue 
from Contracts with Customers (Topic 606), which supersedes 
the revenue recognition requirements in ASC 605, Revenue 
Recognition. This ASU is based on the principle that revenue 
is recognized to depict the transfer of goods or services to 
customers in an amount that reflects the consideration to 
which the entity expects to be entitled in exchange for those 
goods or services. The ASU also requires additional disclosure 
about the nature, amount, timing, and uncertainty of revenue. 
The FASB issued several amendments clarifying various 
aspects of the ASU, including revenue transactions that 
involve a third party, goods or services that are immaterial in 
the context of the contract, and licensing arrangements. The 
company will adopt the ASU effective the first quarter of 
fiscal year 2019 using a modified-retrospective approach. The 
ASU requires that a gross asset and liability rather than a net 
liability be recorded for the value of estimated service parts 
returns and the related refund liability. The gross asset will be 
recorded in other assets for the inventory value of estimated 
parts returns and the gross liability will be recorded in 
accounts payable and accrued expenses for the estimated 
dealer refund. The estimated increase in other assets and 
accounts payable and accrued expenses will be approximately 
S110 million. In addition, certain revenue disclosures will be 
expanded to include contract liabilities and disaggregated 
revenue by geographic regions and major product and services 
lines. The adoption will not have other material effects on the 
company’s consolidated financial statements. 


In January 2016, the FASB issued ASU No. 2016-01, 
Recognition and Measurement of Financial Assets and 
Financial Liabilities, which amends ASC 825-10, Financial 
Instruments — Overall. This ASU changes the treatment for 
available-for-sale equity investments by recognizing unrealized 
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Aly 





fair value changes directly in net income and no longer in 
other comprehensive income. The effective date will be the 
first quarter of fiscal year 2019. The ASU will be adopted with 
a cumulative-effect adjustment to the balance sheet. The 
available-for-sale equities balance at October 28, 2018 is 

$46 million with an unrealized gain of $10 million. As a result, 
the adoption will not have a material effect on the company’s 
consolidated financial statements. 


In February 2016, the FASB issued ASU No. 2016-02, Leases 
(Topic 842), which supersedes ASC 840, Leases. The ASU’s 
primary change is the requirement for lessee entities to 
recognize a lease liability for payments and a right of use 
asset during the term of operating lease arrangements. The 
ASU does not significantly change the lessee’s recognition, 
measurement, and presentation of expenses and cash flows 
from the previous accounting standard. Lessors’ accounting 
under the ASC is largely unchanged from the previous 
accounting standard. In July 2018, the FASB issued ASU 

No. 2018-10, Codification Improvements to Topic 842, Leases 
and ASU No. 2018-11, Leases: Targeted Improvements. Both 
ASUs amend ASC 842, Leases. The provisions impacting the 
company in these ASUs are an option that will not require 
prior periods to be restated at the adoption date and an 
option for lessors, if certain criteria are met, to avoid 
separating the lease and nonlease components (such as 
preventative maintenance services) in an agreement. In 
December 2018, the FASB issued ASU No. 2018-20, Narrow- 
Scope Improvements for Lessors. This ASU provides an 
election for lessors to exclude sales and related taxes from 
consideration in the contract, requires lessors to exclude from 
revenue and expense lessor costs paid directly to a third party 
by lessees, and clarifies lessors accounting for variable 
payments related to both lease and nonlease components. The 
effective date will be the first quarter of fiscal year 2020, 
with early adoption permitted. The company is evaluating the 
potential effects on the consolidated financial statements and 
plans to adopt the ASU using the modified-retrospective 
approach that will not require prior periods to be restated. 


In June 2016, the FASB issued ASU No. 2016-13, Measurement 
of Credit Losses on Financial Instruments, which establishes 
ASC 326, Financial Instruments — Credit Losses. The ASU 
revises the measurement of credit losses for financial assets 
measured at amortized cost from an incurred loss 
methodology to an expected loss methodology. The ASU 
affects trade receivables, debt securities, net investment in 
leases, and most other financial assets that represent a right 
to receive cash. Additional disclosures about significant 
estimates and credit quality are also required. In November 
2018, the FASB issued ASU No. 2018-19, Codification 
Improvements to Topic 326, Financial Instruments — Credit 
Losses. This ASU clarifies that receivables from operating 
leases are accounted for using the lease guidance and not as 
financial instruments. The effective date will be the first 
quarter of fiscal year 2021, with early adoption permitted 
beginning in fiscal year 2020. The ASU will be adopted using 
a modified-retrospective approach. The company is evaluating 
the potential effects on the consolidated financial statements. 


In August 2016, the FASB issued ASU No. 2016-15, 
Classification of Certain Cash Receipts and Cash Payments, 
which amends ASC 230, Statement of Cash Flows. This ASU 


provides guidance on the statement of cash flows 
presentation of certain transactions where diversity in practice 
exists. The effective date will be the first quarter of fiscal 
year 2019 and will be adopted using a retrospective transition 
approach. The adoption will not have a material effect on the 
company’s consolidated financial statements. 


In October 2016, the FASB issued ASU No. 2016-16, Intra- 
Entity Transfers of Assets Other Than Inventory, which amends 
ASC 740, Income Taxes. This ASU requires that the income tax 
consequences of an intra-entity asset transfer other than 
inventory are recognized at the time of the transfer. The 
effective date will be the first quarter of fiscal year 2019. The 
ASU will be adopted using a modified-retrospective transition 
approach. The adoption will not have a material effect on the 
company’s consolidated financial statements. 


In November 2016, the FASB issued ASU No. 2016-18, 
Restricted Cash, which amends ASC 230, Statement of Cash 
Flows. This ASU requires that a statement of cash flows 
explain the change during the reporting period in the total of 
cash, cash equivalents, and restricted cash or restricted cash 
equivalents. The effective date will be the first quarter of 
fiscal year 2019 and will be adopted using a retrospective 
transition approach. The adoption will not have a material 
effect on the company’s consolidated financial statements. 


In January 2017, the FASB issued ASU No. 2017-01, Clarifying 
the Definition of a Business, which amends ASC 805, Business 
Combinations. This ASU provides further guidance on the 
definition of a business to determine whether transactions 
should be accounted for as acquisitions of assets or 
businesses. The effective date will be the first quarter of fiscal 
year 2019. The ASU will be adopted on a prospective basis 
and will not have a material effect on the company’s 
consolidated financial statements. 


In March 2017, the FASB issued ASU No. 2017-08, Premium 
Amortization on Purchased Callable Debt Securities, which 
amends ASC 310-20, Receivables —- Nonrefundable Fees and 
Other Costs. This ASU reduces the amortization period for 
certain callable debt securities held at a premium to the 
earliest call date. The treatment of securities held at a 
discount is unchanged. The effective date is the first quarter 
of fiscal year 2020, with early adoption permitted. The 
adoption will not have a material effect on the company’s 
consolidated financial statements. 


In May 2017, the FASB issued ASU No. 2017-09, Scope of 
Modification Accounting, which amends ASC 718, 
Compensation — Stock Compensation. This ASU provides 
guidance about which changes to the terms of a share-based 
payment award should be accounted for as a modification. A 
change to an award should be accounted for as a modification 
unless the fair value of the modified award is the same as the 
original award, the vesting conditions do not change, and the 
classification as an equity or liability instrument does not 
change. The ASU will be adopted on a prospective basis. The 
effective date is the first quarter of fiscal year 2019. The 
adoption will not have a material effect on the company’s 
consolidated financial statements. 


In August 2017, the FASB issued ASU No. 2017-12, Targeted 
Improvements to Accounting for Hedging Activities, which 
amends ASC 815, Derivatives and Hedging. The purpose of 





this ASU is to better align a company’s risk management 
activities and financial reporting for hedging relationships, 
simplify the hedge accounting requirements, and improve the 
disclosures of hedging arrangements. The effective date is 
fiscal year 2020, with early adoption permitted. The company 
will adopt the ASU in the first quarter of fiscal year 2019 and 
the adoption will not have a material effect on the company’s 
consolidated financial statements. 


In June 2018, the FASB issued ASU No. 2018-07, 
Improvements to Nonemployee Share-Based Payment 
Accounting, which amends ASC 718, Compensation — Stock 
Compensation. This ASU requires that most of the guidance 
related to stock compensation granted to employees be 
followed for non-employees, including the measurement date, 
valuation approach, and performance conditions. The expense 
is recognized in the same period as though cash were paid for 
the good or service. The effective date is the first quarter of 
fiscal year 2020, with early adoption permitted, including in 
interim periods. The ASU will be adopted using a modified- 
retrospective transition approach. The adoption will not have a 
material effect on the consolidated financial statements. 


In August 2018, the FASB issued ASU No. 2018-13, Disclosure 
Framework — Changes to the Disclosure Requirements for Fair 
Value Measurement, which amends ASC 820, Fair Value 
Measurement. This ASU modifies the disclosure requirements 
for fair value measurements by removing, modifying, or adding 
certain disclosures. The effective date is the first quarter of 
fiscal year 2021, with early adoption permitted for the 
removed disclosures and delayed adoption until fiscal year 
2021 permitted for the new disclosures. The removed and 
modified disclosures will be adopted on a retrospective basis 
and the new disclosures will be adopted on a prospective 
basis. The company will early adopt the ASU in the first 
quarter of fiscal year 2019. The adoption will not have a 
material effect on the company’s consolidated financial 
statements. 


In August 2018, the FASB issued ASU No. 2018-14, Disclosure 
Framework — Changes to the Disclosure Requirements for 
Defined Benefit Plans, which amends ASC 715-20, 
Compensation — Retirement Benefits - Defined Benefit 

Plans — General. This ASU modifies the disclosure 
requirements for employers that sponsor defined benefit 
pension or other postretirement plans by removing and adding 
certain disclosures for these plans. The eliminated disclosures 
include (a) the amounts in accumulated OCI expected to be 
recognized in net periodic benefit costs over the next fiscal 
year and (b) the effects of a one-percentage-point change in 
assumed health care cost trend rates on the net periodic 
benefit costs and the benefit obligation for postretirement 
health care benefits. The new disclosures include the interest 
crediting rates for cash balance plans, and an explanation of 
significant gains and losses related to changes in benefit 
obligations. The effective date is fiscal year 2021, with early 
adoption permitted. The company will early adopt the ASU in 
fiscal year 2019. The adoption will not have a material effect 
on the company’s consolidated financial statements. 


In August 2018, the FASB issued ASU No. 2018-15, Customer's 
Accounting for Implementation Costs Incurred in a Cloud 


Computing Arrangement That Is a Service Contract, which 
amends ASC 350-40, Intangibles — Goodwill and Other - 
Internal-Use Software. This ASU requires customers in a 
hosting arrangement that is a service contract to evaluate the 
implementation costs of the hosting arrangement using the 
guidance to develop internal-use software. The project 
development stage determines the implementation costs that 
are capitalized or expensed. Capitalized implementation costs 
are amortized over the term of the service arrangement and 
are presented in the same income statement line item as the 
service contract costs. The effective date will be the first 
quarter of fiscal year 2021, with early adoption permitted. The 
company will adopt the ASU on a prospective basis. The 
company is evaluating the potential effects on the company’s 
consolidated financial statements. 


In October 2018, the FASB issued ASU No. 2018-16, Inclusion 
of the Secured Overnight Financing Rate (SOFR) Overnight 
Index Swap (OIS) Rate as a Benchmark Interest Rate for Hedge 
Accounting Purposes, which amends ASC 815, Derivatives and 
Hedging. This ASU adds the OIS rate based on SOFR to the 
list of permissible benchmark rates for hedge accounting 
purposes. The company will early adopt the ASU in the first 
quarter of fiscal year 2019. The adoption will not have a 
material effect on the company’s consolidated financial 
statements. 


4. ACQUISITIONS AND DISPOSITIONS 

Acquisitions 

PLA 

On September 26, 2018, the company acquired PLA, a 
privately-held manufacturer of sprayers, planters, and specialty 
products for agriculture. PLA is based in Argentina, with 
manufacturing facilities in Las Rosas, Argentina and Canoas, 
Brazil. The total cash purchase price before the final 
adjustment, net of cash acquired of $1 million, was $74 million 
with $4 million retained by the company as escrow to secure 
indemnity obligations. In addition to the cash purchase price, 
the company assumed $30 million of liabilities. The preliminary 
asset and liability fair values at the acquisition date in millions 
of dollars follow: 





September 2018 





Trade accounts and notes receivable ................ $ 6 
Other receivables .............0.0cccccce sence eeeceeeeeuees 14 
INVENLOLICS 2... eee eee cece eee ee eect seen eeeeens 19 
Property and equipment................:seeeeeeeeeee eee ] 
GOOG Williciatatct nee a hia, bids uaecaw het Ae 43 
Other intangible assets...............cce:seeeeeeeeeee ees 2) 

Total assets 00... .0.cccccecceeeceeeeceeeueceeeeeeeeneess $ 104 
Short-term borrowingS...........00cccccccceseeeeeeeees $ 8 
Accounts payable and accrued expenses............ 7 
Deferred income taxes ...........0.ccccceeeeceeeeeeeeees 5 

Total liabilities ...00....0....ceececeecceceeeceeeeeeeeess $ 30 





The identified intangible assets were primarily related to 
technology, trademarks, and customer relationships. The 
goodwill is not expected to be deductible for tax purposes. 


45 


46 





King Agro 

In March 2018, the company acquired King Agro, a privately 
held manufacturer of carbon fiber technology products with 
headquarters in Valencia, Spain and a production facility in 
Campana, Argentina. The total cash purchase price, net of 
cash acquired of $3 million, was $40 million, excluding a loan 
to King Agro of $4 million that was forgiven on the 
acquisition date. In addition to the cash purchase price, the 
company assumed $11 million of liabilities. The asset and 
liability fair values at the acquisition date in millions of dollars 
follow: 





March 2018 





Trade accounts and notes receivable ................ $ 2 
Other receivables ...............0.0cccccceeceeeeeeeeeeeees 2 
IWAVENGOMES: «co0020.c hee ecaceteebedectedatcoeees seheanaeece 5 
Property and equipment................:ceeeeeeeeeee ee 5 
GOOGWII lh od sitalde dite ascueeeeiaeatenbhochssinaunaitaas 28 

3 


Short-term borrowingS...........00cccccceeseeeeeeeee S$ 2 
Accounts payable and accrued expenses............ 4 
Deferred income taxes ............... ccc cece eee eee eee es 4 
Long-term borrowingS ...........ce:0seeeeeeeeeeeeeeeees 


Total liabilities ...0... 00... .cccccccececeeeeeeeeeeeeeeeees S$ 


asset and liability fair values at the acquisition date in millions 
of dollars follow: 





December 2017 








Receivables from unconsolidated affiliates ......... $ 5 
Trade accounts and notes receivable ................ 449 
Financing receivables ..............0:cceeeeeeeeeeeeeenees 43 
Financing receivables securitized ..............:::008 125 
Other receivables .............0..cccccceeceeeeeeceeeeeuees 98 
WIVENTOFOS: seis csccee cnertnceraceeeuawe a akasanndcteiees 1,536 
Property and equipment...............c:seeeeeeeeeee eee 752 
nvestments in unconsolidated affiliates ............ 19 
GG OG Willesicic ccs taciteeends Sdcrhetccinrondhbautne sBotagiaceaen eve 2,068 
Other intangible assets...............cceceeeeeeeeeeee ees 1,442 
Deferred income taxes .............cccececeeceeeeeeeuens 26 
Other assets .............ccccccececcece cece ce senseeeeeuees 215 

ToralfasS@ts:c..dacctet teases eect dea eee. $ 6,778 
Short-term borrowingS..........00cccccccceseeeeeeeees $ 285 
Short-term securitization borrowings...............- 127 
Accounts payable and accrued expenses............ 719 
Deferred income taxes ...........0.ccccceeeeceeeeeeeeeee 430 
Long-term borrowingS .............ccseeeeeeeeeeneeeeees 50 
Retirement benefits and other liabilities ............ 30 

Totalll liabilities =ec2%. cont: acacia acteansemeseceeeeas: $ 1,641 
Noncontrolling interests .............cceeeeeeeeeeeeee ees $ ] 








The identifiable intangibles were primarily related to trade 
name and technology, which have a weighted-average 
amortization period of ten years. The goodwill is not expected 
to be deductible for tax purposes. 


Wirtgen 

In December 2017, the company acquired Wirtgen, which was 
a privately-held international company and is the leading 
manufacturer worldwide of road construction equipment. 
Headquartered in Germany, Wirtgen has six brands across the 
road construction sector spanning processing, mixing, paving, 
compaction, and rehabilitation. Wirtgen sells products in more 
than 100 countries and had approximately 8,200 employees at 
the acquisition date. 


The total cash purchase price, net of cash acquired of 

$191 million, was $5,136 million, a portion of which is held in 
escrow to secure certain indemnity obligations of Wirtgen. In 
addition to the cash purchase price, the company assumed 
$1,641 million in liabilities, which represented substantially all 
of Wirtgen’s liabilities. The company financed the acquisition 
and associated transaction expenses from a combination of 
cash and new debt financing, which consisted of medium-term 
notes, including €850 million issued in September 2017. The 





The identifiable intangible assets’ fair values in millions of 
dollars and weighted-average useful lives in years follows: 








Weighted- 
Average Fair 
Useful Lives Values 
Customer lists and relationships ..................55 6 Ss 519 
Technology, patents, trademarks, and other ..... 19 S$ 923 





The goodwill is not deductible for tax purposes. 


Wirtgen's results are incorporated in the company’s 
consolidated financial statements using a one-month lag 
period and are included in the construction and forestry 
segment. The net sales and revenues and operating profit 
included in the company’s statement of consolidated income in 
2018 was $3,181 million and $116 million, respectively. During 
2018, the company recognized $56 million of acquisition 
related costs, which were recorded $30 million in selling, 
administrative and general expenses and $26 million in other 
operating expenses. 


The unaudited pro forma consolidated net sales and revenues 
and net income are prepared as if the acquisition closed at 
the beginning of fiscal year 2017 and follow in millions of 
dollars: 








2018 2017 
Net sales and revenues.............00ecee0ee S 37,822 S$ 32,946 
Net income attributable to 
Deere & Company ............ccceeeeeeees S 2,637 S$ 2,272 








The pro forma amounts have been calculated using policies 
consistent with the company’s accounting policies and include 
the additional expense from the amortization from the 
allocated purchase price adjustments. The pro forma results 
exclude acquisition related costs incurred in both years and 
assume the medium-term notes used to fund the acquisition 
were issued in fiscal year 2016 at the interest rate of the 
actual notes. In addition, the pro forma results for the year 
ended October 29, 2017 include nonrecurring pretax expenses 
of $291 million for the higher cost basis from the inventory 
fair value adjustment and $84 million for the amortization of 
identifiable intangible assets. Anticipated synergies or other 
expected benefits of the acquisition are not included in the 
pro forma results. As a result, the unaudited pro forma 
financial information may not be indicative of the results for 
future operations or the results if the acquisition closed at the 
beginning of fiscal year 2017. 


Blue River 

In September 2017, the company acquired Blue River 
Technology (Blue River), which is based in Sunnyvale, California 
for an acquisition cost of approximately $284 million, net of 
cash acquired of $4 million and $21 million funded to escrow 
for post-acquisition expenses. Blue River has designed and 
integrated computer vision and machine learning technology 
to optimize the use of farm inputs. Machine learning 
technologies could eventually be applied to a wide range of 
the company’s products. The asset and liability fair values at 
the acquisition date in millions of dollars follow: 





September 2017 





Trade accounts and notes receivable ................ $ ] 
Property and equipment...............c::ceeeeeeeeee eee 2 
Goodwill ...... 0.00. ce cece cee cc eee ec ecu ee ec seeeeeeeneeas 193 
Other intangible assets................eceeeeeeeeeee ees 125 

Totalvassetseicsye! ac ache cteah chet eect S$ 321 
Accounts payable and accrued expenses............ S 1 
Deferred income taxes ...........0.cccececeeceeeeeeee ees 36 

Total liabilities ...00...00...ccccccceeccecececeeeeeeeeeees S$ 37 





The identifiable intangibles were primarily related to in-process 
research and development, which will not be amortized until 
the research and development efforts are complete or end. 


The goodwill is not deductible for tax purposes. Blue River is 
included in the company’s agriculture and turf operating 
segment. 

Hagie 

In March 2016, the company acquired an 80 percent interest 
in Hagie Manufacturing Company, LLC, the U.S. market leader 
in high-clearance sprayers located in Clarion, lowa, for a cost 
of approximately $53 million, net of cash acquired of 


$3 million. The asset and liability fair values at the acquisition 
date in millions of dollars follow: 








March 2016 

Trade accounts and notes receivable ................ $ 2 
TRY 2t a Re] d | =< en 33 
Property and equipment................:seeeeeeeeeee eee 7 
GOOG Willies etatitecet aac mettogseacteht tak Geet ekes 33 
Other intangible assets..............ccceeeeeeeeeeeeee ees 22 
OTMGN ASSETS etsitosn tate oa ecient ee aratserenate ais 3 

To talisSS@tS uae toc ees cece conn edenns eeeeeetea $ N10 
Accounts payable and accrued expenses, and 

Total liabilities <2... csccuscesecsavtnaneivessacetenteesnes $ 43 
Redeemable noncontrolling interest.................. $ 14 





The identifiable intangibles were primarily related to 
technology, trade name and customer relationships, which 
have a weighted average amortization period of eight years. 
The goodwill is deductible for tax purposes. If certain events 
occur, the minority interest holder has the right to exercise a 
put option that would require the company to purchase the 
holder's membership interest. The company also has a call 
option exercisable after a certain period of time. The put and 
call options cannot be separated from the noncontrolling 
interest. Due to the redemption features, the minority interest 
holder’s value is classified as a redeemable noncontrolling 
interest in the company’s consolidated balance sheet. 


Monosem 

In February 2016, the company acquired Monosem for a cost 
of approximately $146 million, net of cash acquired of 

$20 million. Monosem, with four facilities in France and two 
in the U.S., is the European market leader in precision 
planters. The asset and liability fair values at the acquisition 
date in millions of dollars follow: 





February 2016 





Trade accounts and notes receivable ................ $ 5 
Other receivables .............0.cccececcececeececeeeeeuees 2 
NVENPOHOS Hse: Soarcn eta sncctexe inatanducznidseaneade wince 29 
Property and equipment................ce:eeeeeeeeeee es 24 
GOOGWil la steecctieceancemsndatessteaanmarsmietieniceonanee 62 
Other intangible assets...............cceceeeeeeeeeeee ees 42 
OtMeF ASSETS: 1. carded ava edeaelttadaavaa hi adtaane no'news 23 

TOkallaSS@tSice. cece nta ac. edetanaceeuecneat sececeaaatues $ 187 
Accounts payable and accrued expenses............ S 22 
Deferred income taxes ...........0.cccccececeeeeeeeeees 19 

Total liabilities... 00... .0....ccececceceeeeeeceeeeeeeeeees $ 4] 





The identifiable intangibles were primarily related to trade 
name, customer relationships and technology, which have a 
weighted average amortization period of nine years. The 
goodwill is not deductible for tax purposes. 


For the acquisitions, the goodwill was the result of future 
cash flows and related fair value exceeding the fair value of 
the identified assets and liabilities. For the acquisitions other 
than Wirtgen, the results of these operations have been 
included in the company’s consolidated financial statements in 
the agriculture and turf operating segment and the pro forma 
results of operations as if these acquisitions had occurred at 
the beginning of the current or comparative fiscal year would 
not differ significantly from the reported results. 


4] 
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Dispositions 

In May 2018, the company sold construction and forestry retail 
locations in Michigan, Minnesota, and Wisconsin. At the time 
of the sale, total assets were $74 million and liabilities were 
approximately $2 million. The assets consisted of trade 
accounts and notes receivable — net of $3 million, inventory 
of $52 million, property and equipment — net of $11 million, 
and goodwill of $8 million. The liabilities consisted of 

§2 million of accounts payable and accrued expenses. The 
total proceeds from the sale will be approximately $84 million, 
with $67 million received in 2018. The remaining sales price is 
due based on standard payment terms of new equipment sales 
to independent dealers or refinanced wholesale terms. A 
pretax gain of $12 million was recorded in other income in the 
construction and forestry segment. 


In November 2017, the company sold its construction and 
forestry retail locations in Florida. At the time of the sale, 
total assets were $93 million and liabilities were $1 million. 
The assets consisted of inventory of $61 million, property and 
equipment — net of $21 million, goodwill of $10 million, and 
$1 million of other assets. The liabilities consisted of $1 million 
of accounts payable and accrued expenses. The total proceeds 
from the sale will be approximately $105 million, with 

$89 million received in 2018. The remaining sales price is due 
based on standard payment terms of new equipment sales to 
independent dealers or refinanced wholesale terms. A pretax 
gain of $13 million was recorded in other income in the 
construction and forestry segment. 


For the retail location dispositions, the company sells 
equipment, service parts, and provides other services to the 
purchasers as independent dealers. 


5. SPECIAL ITEMS 





Impairments 

In the fourth quarter of 2017, the company recorded a 
non-cash charge of $40 million pretax in equity in loss of 
unconsolidated affiliates for an other than temporary decline 
in value of an investment in an international construction 
equipment manufacturer with a $14 million income tax benefit 
recorded in the provision for income taxes (see Note 26). 


In the fourth quarter of 2016, the company recorded a 
non-cash charge in cost of sales for the impairment of 
long-lived assets of $13 million pretax and after-tax. The 
assets are part of the company’s construction and forestry 
operations in China. The impairment is the result of a decline 
in forecasted financial performance that indicated it was 
probable the future cash flows would not cover the carrying 
amount of assets used to manufacture construction equipment 
in that country. In addition, the company recorded a non-cash 
charge of $12 million, pretax and after-tax, in equity in loss of 
unconsolidated affiliates for an other than temporary decline 
in value of an investment in a construction equipment joint 
venture in Brazil (see Note 26). 


In 2016, the company recorded non-cash charges in other 
operating expenses of approximately $31 million pretax for the 
impairment of equipment on operating leases and 
approximately $29 million pretax on matured operating lease 
inventory recorded in other assets. The impairment was the 
result of lower estimated values of used agriculture and 
construction equipment than originally estimated with the 
probable effect that the future cash flows would not cover 


the carrying amount of the net assets. The assets are part of 
the financial services operations (see Note 26). 


Voluntary Employee-Separation Programs 

During the fourth quarter of 2016, the company announced 
voluntary employee-separation programs as part of its effort 
to reduce operating costs. The programs provided for cash 
payments based on previous years of service. The expense 
was recorded in the period the employees accepted the 
separation offer. The programs’ total pretax expenses were 
$113 million, of which $11 million was recorded in the fourth 
quarter of 2016 and $102 million in 2017. The total 2017 
expenses were allocated approximately 30 percent cost of 
sales, 16 percent research and development, and 54 percent 
selling, administrative and general. In addition, the expenses 
were allocated 75 percent to agriculture and turf operations, 
17 percent to the construction and forestry operations, and 
8 percent to the financial services operations. Savings from 
these programs were estimated to be approximately 

$70 million in 2017. 


Sale of Investment in Unconsolidated Affiliate 

In December 2016, the company sold approximately 38 percent 
of its interest in SiteOne Landscape Supply, Inc. (SiteOne) 
resulting in gross proceeds of $114 million and a gain of 

$105 million pretax or $66 million after-tax. In April 2017, the 
company sold an additional 68 percent of its then remaining 
interest in SiteOne resulting in gross proceeds of $184 million 
and a gain of $176 million pretax or $111 million after-tax. In 
July 2017, the company sold its remaining interest in SiteOne 
resulting in gross proceeds of $98 million and a gain of 

$94 million pretax or $59 million after-tax. The gains were 
recorded in other income in the agriculture and turf operating 
segment. 


After the December 2016 sale, the company retained 
approximately a 15 percent ownership interest in SiteOne and 
approximately a 5 percent ownership interest after the April 
sale. Prior to April 2017, the company’s representation on the 
SiteOne board of directors allowed the company to exercise 
significant influence, and therefore, the investment in SiteOne 
was accounted for using the equity method. In March 2017, 
the company reduced its representation on the SiteOne board 
of directors. As a result, beginning April 2017 the investment 
in SiteOne was recorded as an available-for-sale security and 
presented in marketable securities. 


In May 2016, the company received a distribution of 

$60 million from SiteOne that reduced the company’s 
investment in unconsolidated affiliates. The distribution 
included $4 million of a return on investment, which is shown 
in the statement of consolidated cash flows in undistributed 
earnings of unconsolidated affiliates in net cash provided by 
operating activities and $56 million of a return of investment 
shown in other cash flows from investing activities. In May 
2016, the company also sold approximately 30 percent of its 
interest in SiteOne in an initial public offering and terminated 
a service agreement resulting in gross proceeds of 
approximately $81 million with a total gain of $75 million 
pretax or $47 million after-tax. The gain was recorded in other 
income in the agriculture and turf operating segment. The 
company retained approximately a 24 percent ownership 
interest in SiteOne after the May 2016 sale. 





6. CASH FLOW INFORMATION 





For purposes of the statement of consolidated cash flows, the 
company considers investments with purchased maturities of 
three months or less to be cash equivalents. Substantially all 
of the company’s short-term borrowings, excluding the current 
maturities of long-term borrowings, mature or may require 
payment within three months or less. 


The equipment operations sell a significant portion of their 
trade receivables to financial services. These intercompany 
cash flows are eliminated in the consolidated cash flows. 


All cash flows from the changes in trade accounts and notes 
receivable (see Note 12) are classified as operating activities in 
the statement of consolidated cash flows as these receivables 
arise from sales to the company’s customers. Cash flows from 
financing receivables that are related to sales to the 
company’s customers (see Note 12) are also included in 
operating activities. The remaining financing receivables are 
related to the financing of equipment sold by independent 
dealers and are included in investing activities. 


The company had the following non-cash operating and 
investing activities that were not included in the statement of 
consolidated cash flows. The company transferred inventory to 
equipment on operating leases of $855 million, $801 million, 
and $685 million in 2018, 2017, and 2016, respectively. The 
company also had accounts payable related to purchases of 
property and equipment of $183 million, $108 million, and 
$114 million at October 28, 2018, October 29, 2017, and 
October 30, 2016, respectively. 


Cash payments for interest and income taxes consisted of the 
following in millions of dollars: 





2018 2017 2016 























Interest: 
Equipment operations ................ S 581 $ 506 S$ 442 
Financial services ...........0.0.00c0e0e 926 665 524 
Intercompany eliminations........... (331) (268) (240) 
Consolidated...............0....00ccc000ee S$ 1176 $ 903 S$ 726 
Income taxes: 
Equipment operations ............... S 625 $ 898 S$ 314 
Financial services ........0...0..00eceee 387 92 (26) 
Intercompany eliminations........... (300) (9) 104 
Consolidated...............0....00ccc000ee S 7122 $ 981 $ 392 











7. PENSION AND OTHER POSTRETIREMENT BENEFITS 





The company has several defined benefit pension plans and 
other postretirement benefit (OPEB) plans, primarily health 
care and life insurance plans, covering its U.S. employees and 
employees in certain foreign countries. The company uses an 
October 31 measurement date for these plans. 


The components of net periodic pension cost and the 
assumptions related to the cost consisted of the following in 
millions of dollars and in percents: 





2018 2017 2016 

















Pensions 

SOrViGenGOSt. iene atkins S§ 293 S$ 274 S$ 254 
Interest COSt........ 0... cece ec ec ee cece cece eee 390 361 391 
Expected return on plan assets ......... (775) (790) (775) 
Amortization of actuarial loss............ 226 247 2il 
Amortization of prior service cost ...... 12 12 16 
Other postemployment benefits......... 2 
Settlements/curtailments .................. 8 2 ll 
Net Cost ......000...cccccceececeeceeeeeeeeeees S§ 154 $ 106 $~ TIO 
Weighted-average assumptions 

Discount rates — service cost............ 3.5% 3.5% 4.3% 
Discount rates — interest cost ........... 3.2% 3.0% 3.4% 
Rate of compensation increase.......... 3.8% 3.8% 3.8% 
Expected long-term rates of return... 6.9% 7.3% 7.3% 





The components of net periodic OPEB cost and the 
assumptions related to the cost consisted of the following in 
millions of dollars and in percents: 





2018 2017 2016 














OPEB 

Service COSt ......cccccceeceeeeceeeeeeeereees S$ 45 $ 42 S$ 38 
IMLELESE COSC: iscavaaneeowssnenaseeageceeseane 19] 194 204 
Expected return on plan assets ......... (22) (17) (35) 
Amortization of actuarial loss............ 62 99 73 
Amortization of prior service credit .... (77) (77) (78) 
Net Cost ......00....ccccccecceeeeeeeeeeeeeuees S 199 § 241 § 202 
Weighted-average assumptions 

Discount rates — service cost ............ 4.3% 4.7% 5.0% 
Discount rates — interest cost ........... 3.3% 3.2% 3.5% 
Expected long-term rates of return... 5.7% 6.3% 6.6% 





The spot yield curve approach is used to estimate the service 
and interest cost components of the net periodic pension and 
OPEB costs by applying the specific spot rates along the yield 
curve used to determine the benefit plan obligations to 
relevant projected cash outflows. The components of net 
periodic pension and OPEB cost excluding the service 
component are included in the line item other operating 
expenses in the Statement of Consolidated Income. 
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The previous pension cost in net income and other changes in 
plan assets and benefit obligations in other comprehensive 
income in millions of dollars were as follows: 





2018 2017 2016 











Pensions 
Net COSt.......ccccccceeceeeceeeeeeeeeeeeeaees S 154 $ 106 S$ TO 
Retirement benefit adjustments 
included in other comprehensive 
(income) loss: 
Net actuarial (gain) loss ............ (553) (702) 1,140 
PhiOF-SErVICE: COSt:.iccsssiasassonanne ] 
Amortization of actuarial loss ..... (226) (247) (211) 
Amortization of prior service cost (12) (12) (16) 
Settlements/curtailments ........... (8) (2) (14) 
Total (gain) loss recognized in 
other comprehensive 
(income) loss ...........66660008: (799) (963) 900 
Total recognized in comprehensive 
(income) lOSS.........ccececeeeeeeeeeeeeees S (645) $ (857) S$ 1,010 











The previous OPEB cost in net income and other changes in 
plan assets and benefit obligations in other comprehensive 
income in millions of dollars were as follows: 





2018 2017 2016 





OPEB 
NOE GOS the tsetitectunctebetiaetaaereden tated S$ 
Retirement benefit adjustments 
included in other comprehensive 
(income) loss: 


Net actuarial (gain) loss ............ (608) (309) 496 
Prior service cost (credit) ........... 5 (3) 
Amortization of actuarial loss ..... (62) (99) (73) 
Amortization of prior service credit 77 77 78 





Total (gain) loss recognized in 
other comprehensive 


(income) loss ...........0cceeeee (588) (331) 498 





Total recognized in comprehensive 


(income) lOSS.........ccecccceceeseeeeeeees S (389) $ (90) $ 700 











The benefit plan obligations, funded status, and the assumptions 
related to the obligations at October 28, 2018 and October 29, 
2017, respectively, in millions of dollars follow: 





Pensions OPEB 
2018 2017 2018 2017 








Change in benefit obligations 
Beginning of year balance ... $ (13,166) $ (13,086) $ (6,162) $ (6,500) 























Service COSt.........eeeeeeeeeees (293) (274) (45) (42) 
Interest COSt.........eeeeeeeeees (390) (361) (191) (194) 
Actuarial gain (loss) ............ 1,012 (35) 624 280 
Amendments ............:eec08 (5) 
Benefits paid .............0 7 704 317 312 
Health care subsidies.......... (12) (9) 
Settlements/curtailments ..... 2 
Acquisition*® ...............:::00. (29) 
Foreign exchange and other 47 (116) 2 (9) 
End of year balance ........... (12,108) (13,166) (5,472) (6,162) 
Change in plan assets (fair 

value) 
Beginning of year balance... 12,093 11,137 539 435 
Actual return on plan assets 316 1,517 6 46 
Employer contribution......... 938 62 488 366 
Benefits paid ..............0.0. (711) (704) (317) (312) 
Settlements ............:eee (2) 
Foreign exchange and other (34) 83 3 4 
End of year balance ........... 12,602 12,093 719 539 
Funded status .................. S$ 494 $ (1,073) $ (4,753) $ (5,623) 
Weighted-average assumptions 
Discount rates...............00 4.1% 3.6% 4.5% 3.7% 
Rate of compensation increase 3.8% 3.8% 
* See Note 4. 





In 2018, the company made voluntary contributions of 
$870 million to a U.S. pension plan and $430 million to its 
U.S. OPEB plans. 


The mortality assumptions for the 2018 and 2017 benefit plan 
obligations reflect the most recent tables issued by the 
Society of Actuaries at that time. 


The amounts recognized at October 28, 2018 and October 29, 
2017, respectively, in millions of dollars consist of the 
following: 





Pensions OPEB 
2018 2017 2018 2017 








Amounts recognized in 
balance sheet 














Noncurrent asset .........00...000- $ 1,298 S 538 
Current liability 2.00.00... (36) (40)$ (34)$ (63) 
Noncurrent liability ............... (768) (1,571) (4,719) (5,560) 
MWA ieiaticstecctracacsteccadatcontecs $ 494 $ (1,073) $ (4,753) $ (5,623) 
Amounts recognized in 

accumulated other 

comprehensive income — 

pretax 
Net actuarial loss ........00...000- S$ 3,571 § 4358 S$ 787 $ 1,457 
Prior service cost (credit)........ 43 55 (100) (182) 
TOtal iss dagcctyetackdndend eho $ 3,614 $ 4,413 S$ 687 $ 1,275 














The total accumulated benefit obligations for all pension plans 
at October 28, 2018 and October 29, 2017, were 
$11,485 million and $12,416 million, respectively. 


The accumulated benefit obligations and fair value of plan 
assets for pension plans with accumulated benefit obligations 
in excess of plan assets were $1,710 million and $1,015 million, 
respectively, at October 28, 2018 and $8,234 million and 
$7,345 million, respectively, at October 29, 2017. The 
projected benefit obligations and fair value of plan assets for 
pension plans with projected benefit obligations in excess of 
plan assets were $1,833 million and $1,029 million, 
respectively, at October 28, 2018 and $9,059 million and 
$7,448 million, respectively, at October 29, 2017. 


The amounts in accumulated other comprehensive income that 
are expected to be amortized as net expense (income) and 
reported outside of income from operations during fiscal 2019 
in millions of dollars follow: 











Pensions OPEB 
Net actuarial lOS§ sssece:scussncasaigeadeanedesdiandes $ 141 S$ 20 
Prior service cost (credit)......00..000ccceeeeeee 2 (72) 
WOE, cee susiosstenstneiacedtuntasdavees, tea vcaderr hades $ 3 «OS (52) 











Actuarial gains and losses are recorded in accumulated other 
comprehensive income (loss). To the extent unamortized gains 
and losses exceed 10% of the higher of the market-related 
value of assets or the benefit obligation, the excess is 
amortized as a component of net periodic cost over the 
remaining service period of the active participants. For plans 
in which all or almost all of the plan's participants are 
inactive, the amortization period is the remaining life 
expectancy of the inactive participants. 


The company expects to contribute approximately $70 million 
to its pension plans and approximately $140 million to its 
OPEB plans in 2019, which are primarily direct benefit 
payments. 


The benefits expected to be paid from the benefit plans, 
which reflect expected future years of service, are as follows 
in millions of dollars: 








Pensions OPEB* 
DONO: occcantrcacesacsigeaucssstatsaineneetetaagonteneans $ 712, $ 320 
DO 20 ccctcteradie dois eatcram tacumasctues hao Sean saneneacs 743 334 
DOD eet acta ianQaatcace su, cae te ce taetn ae nels ete 703 339 
DOD 2 ats Bet cit cake ines aned Remenes ate et ee ae 699 345 
P10 VAG ieee aT oe ere 693 345 
2024 €0).202 Bircsoti sees. ccdeaiivara eee dented Ms 3,465 1,729 


* Net of prescription drug group benefit subsidy under Medicare Part D. 





The annual rates of increase in the per capita cost of covered 
health care benefits (the health care cost trend rates) used to 
determine accumulated postretirement benefit obligations were 
based on the trends for medical and prescription drug claims 
for pre- and post-65 age groups due to the effects of 
Medicare. For the 2018 actuarial valuation, the 
weighted-average composite trend rates for these obligations 
were assumed to be an 8.9 percent increase from 2018 to 


2019, gradually decreasing to 4.8 percent from 2024 to 2025 
and all future years. The 2017 obligations and the cost in 2018 
assumed an 8.9 percent increase from 2017 to 2018, gradually 
decreasing to 4.8 percent from 2024 to 2025 and all future 
years. An increase of one percentage point in the assumed 
health care cost trend rate would increase the accumulated 
postretirement benefit obligations by $644 million and the 
aggregate of service and interest cost component of net 
periodic OPEB cost for the year by $33 million. A decrease of 
one percentage point would decrease the obligations by 

$511 million and the cost by $26 million. 


The discount rate assumptions used to determine the pension 
and OPEB obligations for all periods presented were based on 
hypothetical AA yield curves represented by a series of 
annualized individual discount rates. These discount rates 
represent the rates at which the company’s benefit obligations 
could effectively be settled at the October 31 measurement 
dates. 


Fair value measurement levels in the following tables are 
defined in Note 26. 


The fair values of the pension plan assets at October 28, 2018 
follow in millions of dollars: 




















Total Level] Level 2 
Cash and short-term investments........ S$ 868 S$ 3778 49) 
Equity: 
U.S. equity securities ...........0.... 1,495 1,466 29 
International equity securities ...... 1,143 1,136 7 
Fixed Income: 
Government and agency securities 764 500 264 
Corporate debt securities............ 1,626 1,626 
Mortgage-backed securities......... 53 53 
Real estate .....0.....ccccceeeeeeeeeeeneeeeeees 76 72 4 
Derivative contracts - assets*............ 102 3 99 
Derivative contracts — liabilities** ....... (115) (40) (75) 
Receivables, payables, and other......... (9) (10) 
Securities lending collateral................ 56] 56 
Securities lending liability .................. (561) (561) 
Securities sold short ..........0..::::::008 (333) (330) (3) 
Total of Level 1 and Level 2 assets 5,670 S 3,174 S$ 2,496 
Investments at net asset value: 
Short-term investments .............068 219 
U.S. equity funds .......... eee 1,526 
International equity funds.............. 802 
Corporate debt funds.................0 28 
Fixed income funds ................00000 1,262 
Real estate ............ecceeeeeeeeeeeeeeeees 654 
Hedge funds...........:ceeeeeeeeeeeeeeeees 724 
Private equity/venture capital.......... 1,680 
Other investments ..............000eeeeeee 37 
Total net assets .............00...cccceeeeeees S 12,602 


* — Includes contracts for interest rates of $48 million, foreign currency of 


$47 million, and other of $7 million. 
Includes contracts for interest rates of $49 million, foreign currency of 
$28 million, equity of $29 million, and other of $9 million. 


** 
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The fair values of the health care assets at October 28, 2018 
follow in millions of dollars: 





Total Level] Level 2 





Cash and short-term investments ....... $ 78 5 BS 5 
Equity: 
U.S. equity securities and funds... 54 54 
International equity securities...... 10 10 


Fixed Income: 
Government and agency 














SOCUIIEIESS acl anneeotseeaadaeoceeenid 57 53 4 
Corporate debt securities ........... 29 29 
Mortgage-backed securities ........ il] 1 

Real @State . scceisseisisacesansesancedeeeanees 1 ] 
Foreign currency derivative 

contracts — assets.............ee ] 
Equity derivative contracts — liabilities (1) (1) 
Securities lending collateral ............... 24 24 
Securities lending liability.................. (24) (24) 
Securities sold short ............::::::::0e (3) (3) 

Total of Level 1 and Level 2 assets 237 S187 S$ 50 

Investments at net asset value: 

Short-term investments .............66- 2 

UiS. -@quIty FUMAS wccc. ncasedoese oescens 220 

International equity funds.............. 146 

Fixed income funds ..............00ee00 83 

Real estate funds ..............::0eeeeeeee 7 

Hedge funds...........ceseeeeeeeeeeeeeeeee 7 

Private equity/venture capital.......... 7 
Total net assets .....0....00...cccccceeeeeee ee S719 





The fair values of the pension plan assets at October 29, 2017 
follow in millions of dollars: 





Total Level] Level 2 











Cash and short-term investments.......... S$ 618 $ 349 S$ 269 
Equity: 
U.S. equity securities ...0..0... 1,871 1,850 2] 
International equity securities ........ 1,55] 1,54 10 
Fixed Income: 
Government and agency securities 483 24 242 
Corporate debt securities .............. 1,285 1,285 
Mortgage-backed securities ........... 42 42 
Real! estate ssc. .ssacasseds.steeaveecddseteensaes 03 10 2 
Derivative contracts — assets* .............. 59 28 131 
Derivative contracts — liabilities**.......... (76) (2) (74) 
Receivables, payables, and other ........... 1 
Securities lending collateral.................. 420 420 
Securities lending liability .................... (420) (420) 
Securities sold short.........0....::::::::ee (379) (375) (4) 





Total of Level 1 and Level 2 assets $5,658 $ 3,734 S$ 1,924 











(continued) 








Total Levell Level 2 
Investments at net asset value: 
Short-term investments ................ S$ 203 
U.S. equity funds 0.00... eee 1,704 
International equity funds............. 921 
Corporate debt funds................... 28 
Fixed income funds ..................... 772 
Real estate ..............ccceceeeeeeee eens 567 
Hedge funds ..............ce:eeeeeeeeeeees 651 
Private equity/venture capital......... 1,560 
Other investments ............0....000008 29 
Total net assets ............0....ccccceeeeeee $ 12,093 


* — Includes contracts for interest rates of $79 million, foreign currency of 


$49 million, equity of $27 million, and other of $4 million. 
Includes contracts for interest rates of $48 million, foreign currency of 
$26 million, and other of $2 million. 


** 





The fair values of the health care assets at October 29, 2017 
follow in millions of dollars: 

















Total Level! Level 2 
Cash and short-term investments........... S$ 30$ 288 2 
Equity: 
U.S. equity securities and funds ...... 42 42 
International equity securities ......... 9 9 
Fixed Income: 
Government and agency securities 40 37 3 
Corporate debt securities ............... 2) 21 
Mortgage-backed securities ............ 10 10 
Real estate ...........cccceeeeeeeeeeeeeeeeeeeeteees ] ] 
Interest rate derivative contracts — assets ... ] ] 
Securities lending collateral .................2. 25 25 
Securities lending liability...................... (25) (25) 
Securities sold short .............2.:::::: eee (2) (2) 
Total of Level 1 and Level 2 assets 52S 15S 37 
Investments at net asset value: 
Short-term investments............:00ee00e ] 
US. equity funds sec. c.csivimcsestssvearee.s 164 
International equity funds.................. W 
Fixed income funds ..............00:eeeeeeee 87 
Real estate funds..............:cceeeeeeeee es 4 
Hedge funds... ccccc.ncsassoncdceciesteeedens 4 
Private equity/venture capital ............. 10 
Total net assets.......0....0....ccccceeeeeeee ness S$ 539 











Investments at net asset value in the preceding tables are 
measured at fair value using the net asset value per share 
practical expedient, and therefore, are not classified in the fair 
value hierarchy. 


Fair values are determined as follows: 


Cash and Short-Term Investments - Includes accounts that are 
valued based on the account value, which approximates fair 
value, and investment funds that are valued based on a 
constant fund net asset value (NAV) or on the fund’s NAV 
based on the fair value of the underlying securities. Also 
included are securities that are valued using a market 
approach (matrix pricing model) in which all significant inputs 
are observable or can be derived from or corroborated by 
observable market data. 





Equity Securities and Funds - The values are determined 
primarily by closing prices in the active market in which the 
equity investment trades, or the fund’s NAV, based on the fair 
value of the underlying securities. 


Fixed Income Securities and Funds - The securities are valued 
using either a market approach (matrix pricing model) in which 
all significant inputs are observable or can be derived from or 
corroborated by observable market data such as interest rates, 
yield curves, volatilities, credit risk, and prepayment speeds, or 
they are valued using the closing prices in the active market 
in which the fixed income investment trades. Fixed income 
funds are valued using the fund’s NAV, based on the fair value 
of the underlying securities. 


Real Estate, Venture Capital, Private Equity, Hedge Funds, and 
Other - The investments that are structured as limited 
partnerships are valued at estimated fair value based on their 
proportionate share of the limited partnership's fair value that 
is determined by the respective general partner. These 
investments are valued using a combination of NAV, an income 
approach (primarily estimated cash flows discounted over the 
expected holding period), or market approach (primarily the 
valuation of similar securities and properties). Real estate 
investment trusts are primarily valued at the closing prices in 
the active markets in which the investment trades. Real estate 
funds and other investments are primarily valued at NAV, 
based on the fair value of the underlying securities. 


Interest Rate, Foreign Currency, and Other Derivative 
Instruments — The derivatives are valued using either an 
income approach (discounted cash flow) using market 
observable inputs, including swap curves and both forward 
and spot exchange rates, or a market approach (closing prices 
in the active market in which the derivative instrument 
trades). 


The primary investment objective for the pension and health 
care plans assets is to maximize the growth of these assets to 
support the projected obligations to the beneficiaries over a 
long period of time, and to do so in a manner that is 
consistent with the company’s risk tolerance. The asset 
allocation policy is the most important decision in managing 
the assets and it is reviewed regularly. The asset allocation 
policy considers the company’s long-term asset class risk/ 
return expectations since the obligations are long-term in 
nature. The current target allocations for pension assets are 
approximately 42 percent for equity securities, 34 percent for 
debt securities, 6 percent for real estate, and 18 percent for 
other investments. The target allocations for health care 
assets are approximately 57 percent for equity securities, 

30 percent for debt securities, 1 percent for real estate, and 
]2 percent for other investments. The allocation percentages 
above include the effects of combining derivatives with other 
investments to manage asset allocations and exposures to 
interest rates and foreign currency exchange. The assets are 
well diversified and are managed by professional investment 
firms as well as by investment professionals who are company 
employees. As a result of the company’s diversified investment 
policy, there were no significant concentrations of risk. 


The expected long-term rate of return on plan assets reflects 
management's expectations of long-term average rates of 


return on funds invested to provide for benefits included in 
the projected benefit obligations. A market related value of 
plan assets is used to calculate the expected return on assets. 
The market related value recognizes changes in the fair value 
of pension plan assets systematically over a five-year period. 
The market related value of the health care plan assets equals 
fair value. The expected return is based on the outlook for 
inflation and for returns in multiple asset classes, while also 
considering historical returns, asset allocation, and investment 
strategy. The company's approach has emphasized the 
long-term nature of the return estimate such that the return 
assumption is not changed significantly unless there are 
fundamental changes in capital markets that affect the 
company’s expectations for returns over an extended period of 
time (i.e., 10 to 20 years). The average annual return of the 
company’s U.S. pension fund was approximately 9.2 percent 
during the past ten years and approximately 8.2 percent 
during the past 20 years. Since return premiums over inflation 
and total returns for major asset classes vary widely even over 
ten-year periods, recent history is not necessarily indicative of 
long-term future expected returns. The company’s systematic 
methodology for determining the long-term rate of return for 
the company’s investment strategies supports its long-term 
expected return assumptions. 


The company has created certain Voluntary Employees’ 
Beneficiary Association trusts (VEBAs) for the funding of 
postretirement health care benefits. The future expected asset 
returns for these VEBAs are lower than the expected return 
on the other pension and health care plan assets due to 
investment in a higher proportion of liquid securities. These 
assets are in addition to the other postretirement health care 
plan assets that have been funded under Section 401(h) of 
the U.S. Internal Revenue Code and maintained in a separate 
account in the company’s pension plan trust. 


The company has defined contribution plans related to 
employee investment and savings plans primarily in the U.S. 
The company’s contributions and costs under these plans were 
$206 million in 2018, $188 million in 2017, and $193 million in 
2016. The contribution rate varies primarily based on the 
company’s performance in the prior year and employee 
participation in the plans. 


8. INCOME TAXES 





On December 22, 2017, the U.S. government enacted tax 
reform. The primary provisions of tax reform affecting the 
company in 2018 were a reduction to the corporate income 
tax rate from 35 percent to 21 percent and a transition from a 
worldwide corporate tax system to a primarily territorial tax 
system. The reduction in the corporate income tax rate 
required the company to remeasure its U.S. net deferred tax 
assets to the new corporate tax rate and the transition to a 
territorial tax system requires payment of a one-time tax on 
the deemed repatriation of undistributed and previously 
untaxed non-U.S. earnings. Under current tax law, the 
company plans to pay the deemed earnings repatriation tax 
(repatriation tax) in 2019 with an expected U.S. income tax 
overpayment. 
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The income tax expense (benefit) for the net deferred tax 
asset remeasurement and the repatriation tax in 2018 in 
millions of dollars follow: 


A comparison of the statutory and effective income tax 
provision and reasons for related differences in millions of 
dollars follow: 





Equipment Financial 
Operations Services Total 








Net deferred tax asset remeasurement... $ 768 $(354) $ 414 
Deemed earnings repatriation tax.......... 277 3B 290 
Total discrete tax expense (benefit) ...... $1,045 $ (341) $ 704 














Included in the Equipment Operations’ repatriation tax amount 
is an accrual of approximately $63 million for foreign 
withholding taxes on earnings of subsidiaries outside the U.S. 
that were previously expected to be indefinitely reinvested 
outside the U.S. The provision for income taxes was also 
affected primarily by the lower corporate income tax rate on 
current year income. 


The 21 percent corporate income tax rate was effective 
January 1, 2018. Based on the company’s October fiscal year 
end, the U.S. statutory income tax rate for fiscal year 2018 
was approximately 23.3 percent. 


The 2018 repatriation tax expense is based on interpretations 
of existing laws, regulations, and certain assumptions. Further 
regulatory guidance is expected, which could affect the 
recorded expense. The company continues to analyze the 
repatriation tax provisions, and monitor legislative and 
regulatory developments. 


The provision for income taxes by taxing jurisdiction and by 
significant component consisted of the following in millions of 
dollars: 





2018 2017 2016 

















Current: 

ULS.: 
Federal .......ccccccccccceeeceeeeeeeeeeeees S (268) $ 360 $ 51 
AS) =| ce en eT 123 48 26 
POPCIGM ssetestsitaeasasseawngeses Nabeteesens 392 463 340 
Total current................000ccee eee 247 871 417 

Deferred: 

ULS.: 
Federal ............c.cccececeeeeeeeeeeeeees 1,233 59 297 
SACO san seasoned atatanesadece ee poatecs at (40) 7 1 
FOLGIGM. sat wsrsgdacarsesceecteceesaeegotneats 287 34 (25) 
Total deferred ..csscaiscvesscevtaceses 1,480 100 283 
Provision for income taxes................. § 1727 S$ 971 S$ 700 











Based upon the location of the company’s operations, the 
consolidated income before income taxes in the U.S. in 2018, 
2017, and 2016 was $2,275 million, $1,607 million, and 

$967 million, respectively, and in foreign countries was 

$1,796 million, $1,547 million, and $1,257 million, respectively. 
Certain foreign operations are branches or partnerships of 
Deere & Company and are subject to U.S. as well as foreign 
income tax regulations. The pretax income by location and the 
preceding analysis of the income tax provision by taxing 
jurisdiction are not directly related. 





2018 2017 2016 





U.S. federal income tax provision at the 
U.S. statutory rate (2018 - 23.3 percent, 





2017 and 2016 - 35 percent) ................ $ 950 $1104 $ 778 
Increase (decrease) resulting from: 
Net deferred tax asset remeasurement........ 414 
Deemed earnings repatriation tax .............. 290 
Other effects of tax reform.............:eee 42 
Differences in taxability of foreign earnings.... (92) — (83) (107) 
Valuation allowance on deferred taxes ........ 50 89 79 
Research and business tax credits .............. (43) (63) (57) 
State and local income taxes, net of federal 

income tax benefit ..............:ceeeeeeeeeeeeee 59 37 26 
Excess tax benefits on equity compensation (49) (30) 
Tax rates on foreign earnings..................5. 44 (84) (27) 
Unrecognized tax benefits...............:eeee 30 9 NI 
Nondeductible impairment charges............. 4 
Other - net... eee ee eee eeeeeceeeee eee eeeeeeeeeeees 32 (8) (7) 
Provision for income taxes ...................... $1,727 § 971 S$ 700 











At October 28, 2018, accumulated earnings in certain 
subsidiaries outside the U.S. totaled $2,559 million, which 
were subject to the repatriation tax. No provision for foreign 
withholding taxes has been made because it is expected that 
these earnings will remain indefinitely reinvested outside the 
U.S. Determination of the amount of a foreign withholding tax 
liability on these unremitted earnings is not practicable. 


An additional $4,270 million of earnings in subsidiaries outside 
the U.S., which were previously expected to be reinvested 
outside the U.S., were also subject to the repatriation tax. In 
the fourth quarter of 2018, the company reviewed its global 
funding requirements and determined those earnings would 
no longer be indefinitely reinvested. Although the earnings will 
not be subject to U.S. income tax when repatriated to the 
U.S., in the fourth quarter of 2018 an accrual of $63 million 
was recorded for foreign withholding taxes. 


Deferred income taxes arise because there are certain items 
that are treated differently for financial accounting than for 
income tax reporting purposes. An analysis of the deferred 





income tax assets and liabilities at October 28, 2018 and 
October 29, 2017 in millions of dollars follows: 














2018 2017 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities Assets Liabilities 

OPEB liabilities..............0..... S 984 S$ 2,011 
Lease transactions ............... S$ 850 S 933 
Tax loss and tax credit 

carryforwards .............00.++ 713 677 
Accrual for sales allowances 464 680 
Tax over book depreciation... 357 569 
Goodwill and other 

intangible assets .............. 458 1330 
Pension liability — net........... 45 420 
Allowance for credit losses .... 15 107 
Accrual for employee benefits 72 141 
Share-based compensation .... 58 116 
Deferred compensation......... 35 59 
Undistributed foreign 

CACNINGS:. <i He terawicestevst sts 6 2] 
Foreign unrealized losses....... 10 7 
Other items.............0....0.0008 346 261 432 172 
Less valuation allowances ...... (658) (620) 
Deferred income tax assets 

and liabilities .................. S$ 2,184 S 1,932 $ 4,030 S 1,825 











Deere & Company files a consolidated federal income tax 
return in the U.S., which includes the wholly-owned financial 
services subsidiaries. These subsidiaries account for income 
taxes generally as if they filed separate income tax returns, 
with a modification for realizability of certain tax benefits. 


At October 28, 2018, tax loss and tax credit carryforwards of 
$713 million were available with $289 million expiring from 
2019 through 2038 and $424 million with an indefinite 
carryforward period. 


A reconciliation of the total amounts of unrecognized tax 
benefits at October 28, 2018, October 29, 2017, and 
October 30, 2016 in millions of dollars follows: 




















2018 2017 2016 

Beginning of year balance............ S§ 221 $ 198 $§ 229 
Increases to tax positions taken 

during the current year............. 36 35 14 
Increases to tax positions taken 

during prior years ............0.eee 62 B N 
Decreases to tax positions taken 

during prior years..............66608 (39) (17) (36) 
Decreases due to lapse of statute 

of limitations ...........0: eee (15) (11) (7) 
ACQUISHHIONS® sides ocevecsamch sos ehees 3] 
Settlements ..............:eeeeeteeeeeeees (5) (1) (5) 
Foreign exchange ..............:::22208 (12) 4 (8) 
End of year balance.................... S$ 279 S$ 221 $= 198 
* See Note 4. 





The amount of unrecognized tax benefits at October 28, 2018 
and October 29, 2017 that would affect the effective tax rate 
if the tax benefits were recognized was $128 million and 

$86 million, respectively. The remaining liability was related to 
tax positions for which there are offsetting tax receivables, or 
the uncertainty was only related to timing. The company 
expects that any reasonably possible change in the amounts 
of unrecognized tax benefits in the next twelve months would 
not be significant. 


The company files its tax returns according to the tax laws of 
the jurisdictions in which it operates, which includes the U.S. 
federal jurisdiction and various state and foreign jurisdictions. 
The U.S. Internal Revenue Service (IRS) has completed the 
examination of the company’s federal income tax returns for 
periods prior to 2015. The years 2008 through 2014 returns 
are subject to final approval on limited issues, of which the 
tax effects are recorded. The years 2015, 2016, and 2017 
federal income tax return are currently under examination. 
Various state and foreign income tax returns, including major 
tax jurisdictions in Argentina, Australia, Brazil, Canada, China, 
Finland, France, Germany, India, Mexico, Russia, Singapore, 
and Spain also remain subject to examination by taxing 
authorities. 


The company’s policy is to recognize interest related to income 
taxes in interest expense and interest income and recognize 
penalties in selling, administrative and general expenses. 
During 2018, 2017, and 2016, the total amount of expense 
from interest and penalties was $23 million, $6 million, and 
none and the interest income was $12 million, $6 million, and 
none, respectively. At October 28, 2018 and October 29, 2017, 
the liability for accrued interest and penalties totaled 

$90 million and $66 million, respectively, and there was no 
receivable for interest at either year-end. 


The company will be subject to additional requirements of tax 
reform beginning in 2019. Those provisions include a tax on 
global intangible low-taxed income (GILTI), a tax determined 
by base erosion and anti-abuse tax benefits (BEAT) from 
certain payments between a U.S. corporation and foreign 
subsidiaries, a limitation of certain executive compensation, a 
deduction for foreign derived intangible income (FDII), and 
interest expense limitations. Through the preliminary review of 
these provisions, the company does not expect the net effect 
to be significant for the 2019 provision for income taxes. 
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9. OTHER INCOME AND OTHER OPERATING EXPENSES 





The major components of other income and other operating 
expenses consisted of the following in millions of dollars: 











2018 2017 2016 

Other income 
Revenues from services ..........cccs0eeeeeeeee S 347 S 288 $ 270 
Insurance premiums and fees earned**.... 217 21 195 
SiteOne investment gains” ................00 375 75 
Investment income ..............::eeeteeeeeeee ee 14 17 16 
Oe T=] eaeereeerne ec rer tate herent eee 322 230 190 

WOtdles. csr a $ 900 $ 1121S 746 








Other operating expenses 
Depreciation of equipment on 





operating leases ..........0cccccceeeeeeeeees S$ 928 S 853 S$ 742 
Insurance claims and expenses**............ 75 187 188 
GOSE OF SONVICES sic) cicsk acdc seecaeeacctece dees 2 168 162 
OUMGR Aine? caidinedinen tas amnudhinsent eat danetnedas 85 140 183 

Obl sak saboteceteahneet cettaneemiescenens S$ 1399 $ 1,348 $ 1,275 








* See Note 5. 
** Primarily related to extended warranties (see Note 22). 


10. UNCONSOLIDATED AFFILIATED COMPANIES 








Unconsolidated affiliated companies are companies in which 
Deere & Company generally owns 20 percent to 50 percent of 
the outstanding voting shares. Deere & Company does not 
control these companies and accounts for its investments in 
them on the equity basis. The investments in these companies 
primarily consist of Bell Equipment Limited (31 percent 
ownership), Deere-Hitachi Construction Machinery Corporation 
(50 percent ownership), and Deere-Hitachi Maquinas de 
Construcao do Brasil S.A. (50 percent ownership). In 2017, the 
company sold its interest in SiteOne (see Note 5). The 
unconsolidated affiliated companies primarily manufacture or 
market equipment. Deere & Company's share of the income or 
loss of these companies is reported in the consolidated 
income statement under “Equity in income (loss) of 
unconsolidated affiliates.’ The investment in these companies 
is reported in the consolidated balance sheet under 
“Investments in unconsolidated affiliates.” 


Combined financial information of the unconsolidated affiliated 
companies in millions of dollars follows: 














Operations 2018 2017 2016 
EST | [=e er $ 23133 S$ 2,638 S$ 3,206 
Net income............0.0.cccccceeeeeee eee 9] 7 30 
Deere & Company's equity in 

net income (loss) ............000.0000 27 (24) (2) 
Financial Position 2018 2017 
Total assets .........ccccccecececececeeececceeeeceseees $ 1,648 $ 1,488 
Total external borrowings ............-.60eeseeeeee eee 453 451 
TOtall Ot ASSOtS ies 's svg easuadcapawenseemsianmertareens 620 542 





Consolidated retained earnings at October 28, 2018 include 
undistributed earnings of the unconsolidated affiliates of 
$152 million. Dividends from unconsolidated affiliates were 
$12 million in 2018, $4 million in 2017, and $64 million in 
2016 (see Note 5). 


In the ordinary course of business, the company purchases 
and sells components and finished goods to the 
unconsolidated affiliated companies. Transactions with 
unconsolidated affiliated companies reported in the statement 
of consolidated income in millions of dollars follow: 








2018 2017 2016 
Net sales ........cccccceeceeeeeeeeeeeees S 161 S$ 84 S$ 45 
PUPGHASES, wcesietaissaecaticwsenassten ol 1,682 1,331 1,016 





Tl. MARKETABLE SECURITIES 





All marketable securities are classified as available-for-sale, 
with unrealized gains and losses shown as a component of 
stockholders’ equity. Realized gains or losses from the sales of 
marketable securities are based on the specific identification 
method. 


The amortized cost and fair value of marketable securities at 
October 28, 2018 and October 29, 2017 in millions of dollars 
follow: 























Gross Gross 
Amortized Unrealized Unrealized Fair 
Cost Gains Losses Value 
2018 
Equity fund.............eeeeeeeee S 36 S$ 10 S 46 
U.S. government debt 
SCCUTItICS...0...sceeceeeeeeeeeeeess 13 ] $ 3 mM 
Municipal debt securities......... 49 3 46 
Corporate debt securities ........ 143 1 4 140 
International debt securities..... ll ] 10 
Mortgage-backed securities*.... 144 fi 137 
Marketable securities ............ $496 S$ 12 § 18 $490 
2017 
EQuItY TUAG:<.2.s'0.ceceecscotnades S 37 Se] S 48 
Fixed income fund................. 15 15 
U.S. government debt 
S@CUTItIES....... 0.0 cece cece 76 77 
Municipal debt securities......... 39 SI 39 
Corporate debt securities ........ 133 3 1 135 
International debt securities..... 22 2 20 
Mortgage-backed securities*.... n9 2 118 
Marketable securities ............ $444 S$ 7 S§ 6 § 452 








* Primarily issued by U.S. government sponsored enterprises. 








The contractual maturities of debt securities at October 28, 
2018 in millions of dollars follow: 











Amortized Fair 

Cost Value 
Due in one year OF leSS..........ccceeeeeeeeeeeeees iS 24 = =S§ 23 
Due after one through five years............... 17 15 
Due after five through 10 years................. 99 96 
Due after 10 years ............ceeeeeeeee teeter eeeees 76 2B 
Mortgage-backed securities..............::.006 144 337 
Debt securities ...............00...ceccceeeceeeeeeees S$ 460 S 444 











Actual maturities may differ from contractual maturities 
because some securities may be called or prepaid. Because of 
the potential for prepayment on mortgage-backed securities, 
they are not categorized by contractual maturity. Proceeds 
from the sales of available-for-sale securities were $40 million 
in 2018, $403 million in 2017, and $62 million in 2016. 
Realized gains were not significant in 2018 and 2016 and were 
$275 million in 2017 (see Note 5). Realized losses, the increase 
(decrease) in net unrealized gains or losses, and unrealized 
losses that have been continuous for over twelve months were 
not significant in 2018, 2017, and 2016. Unrealized losses at 
October 28, 2018 and October 29, 2017 were primarily the 
result of an increase in interest rates and were not recognized 
in income due to the ability and intent to hold to maturity. 
There were no significant impairment write-downs in the 
periods reported. 


72. RECEIVABLES 





Trade Accounts and Notes Receivable 
Trade accounts and notes receivable at October 28, 2018 and 
October 29, 2017 in millions of dollars follows: 














2018 2017 
Trade accounts and notes: 
Agriculture and turf ........cccccceeseeees § 3,210 $ 2,991 
Construction and forestry ..............eseeeeee 1,794 934 
Trade accounts and notes receivable - net... $ 5,004 $ 3,925 











The allowance for credit losses on trade accounts and notes 
receivable was $70 million, $56 million, and $50 million, 
respectively, with a provision for credit loss of $37 million, 

$11 million, and $11 million in fiscal years 2018, 2017, and 2016, 


respectively. The net write-offs were $16 million, $3 million, 
and $7 million in fiscal years 2018, 2017, and 2016, 
respectively. Currency translation impacted the allowance for 
credit losses by $7 million, $2 million, and $(5) million in fiscal 
years 2018, 2017, and 2016, respectively. 


The equipment operations sell a significant portion of their 
trade receivables to financial services and provide 
compensation to these operations at approximate market rates 
of interest. 


Trade accounts and notes receivable primarily arise from sales 
of goods to independent dealers. Under the terms of the 
sales to dealers, interest is primarily charged to dealers on 
outstanding balances, from the earlier of the date when goods 
are sold to retail customers by the dealer or the expiration of 
certain interest-free periods granted at the time of the sale to 
the dealer, until payment is received by the company. Dealers 
cannot cancel purchases after the equipment is shipped and 
are responsible for payment even if the equipment is not sold 
to retail customers. The interest-free periods are determined 
based on the type of equipment sold and the time of year of 
the sale. These periods range from one to twelve months for 
most equipment. Interest-free periods may not be extended. 
Interest charged may not be forgiven and the past due 
interest rates exceed market rates. The company evaluates and 
assesses dealers on an ongoing basis as to their 
creditworthiness and generally retains a security interest in the 
goods associated with the trade receivables. In certain 
jurisdictions, the company is obligated to repurchase goods 
sold to a dealer upon cancellation or termination of the 
dealer's contract for such causes as change in ownership and 
closeout of the business. 


Trade accounts and notes receivable include receivables from 
sales to certain retail customers with payment terms less than 
twelve months. The customer cannot cancel purchases or 
return the equipment after delivery. The company evaluates 
and assesses retail customers at the time of purchase as to 
their creditworthiness and generally retains a security interest 
in the goods associated with the receivables. 


Trade accounts and notes receivable have significant 
concentrations of credit risk in the agriculture and turf sector 
and construction and forestry sector as shown in the previous 
table. On a geographic basis, there is not a disproportionate 
concentration of credit risk in any area. 
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Financing Receivables 
Financing receivables at October 28, 2018 and October 29, 
2017 in millions of dollars follow: 





























2018 2017 
Unrestricted/Securitized | Unrestricted/Securitized 
Retail notes: 
Agriculture and turf ............. $15,885 $ 3,441 $15,200 $ 3,65] 
Construction and forestry...... 2,776 675 = 2,297 599 
TOtahe ca jatdtdhiccbesbdaneakees 18,661 46 17,497 4,250 
Wholesale notes ................0.065 4,009 3,665 
Revolving charge accounts........ 3,907 3,676 
Financing leases (direct and 
sales-type) ...........0..eeeeeeeeees 1,948 1,613 
Total financing receivables ..... 28,525 416 26,451 4,250 
Less: 
Unearned finance income: 
Retail notes..................00- 1,069 84 972 78 
Wholesale notes............... 10 12 
Revolving charge accounts.. 45 47 
Financing leases............... 179 142 
VOtal tenses uescecansee doe 1,303 84 1,173 78 
Allowance for credit losses..... 168 10 174 3B 
Financing receivables — net........ $27,054 $ 4,022 $25,104 $ 4,159 











The 2017 amounts in the table above for wholesale notes and 
revolving charge accounts were adjusted to be comparable 
with 2018 by separately presenting the unearned finance 
income. In the prior year, these balances were shown net of 
unearned finance income. The total financing receivables — net 
balance did not change. The residual values for investments in 
financing leases at October 28, 2018 and October 29, 2017 
totaled $294 million and $244 million, respectively. 


Financing receivables have significant concentrations of credit 
risk in the agriculture and turf sector and construction and 
forestry sector as shown in the previous table. On a 
geographic basis, there is not a disproportionate concentration 
of credit risk in any area. The company generally retains as 
collateral a security interest in the equipment associated with 
retail notes, wholesale notes, and financing leases. 


Financing receivables at October 28, 2018 and October 29, 
2017 related to the company’s sales of equipment that were 


included in the table above consisted of the following in 
millions of dollars: 





2018 2017 


Unrestricted/Securitized 





Unrestricted 





Retail notes*: 




















Agriculture and turf........... S 2,312 S 2,099 
Construction and forestry... 441 S$ 77 368 
TOA cnecuecteatnastentucenteas 2,753 77 2,467 
Wholesale notes................... 4,009 3,665 
Sales-type leases ...........::.00 878 763 
TOtal tcctndctee. 2 cteaenedseades 7,640 77 6,895 
Less: 
Unearned finance income: 
Retail notes .................. 261 ] 231 
Wholesale notes ............ 10 12 
Sales-type leases............ 68 53 
i (0) | eee 339 ] 296 
Financing receivables related 
to the company’s sales of 
equipment...................0.. § 7,301 $ 76 S$ 6,599 








* These retail notes generally arise from sales of equipment by company- 
owned dealers or through direct sales. 





Financing receivable installments, including unearned finance 
income, at October 28, 2018 and October 29, 2017 are 
scheduled as follows in millions of dollars: 





2018 2017 


Unrestricted/Securitized 





Unrestricted/Securitized 





Due in months: 





Oe 2 aeneal eeeeeneuats $14,658 $1,922 $13,293 $ 2,027 
B= 24 eee 5,355 1,160 5,059 1,256 
D5: = 3 Giseok ecdias tals 3,911 652 3,708 672 
BY AB eoacsctagsiesicries 2,663 315 2,518 243 
BO) = "60 cowtsaaztiesinvies 1,480 65 1,398 50 
Thereafter...............5 458 2 475 2 
TOtal isiccsicexeucieatnaneea ces $28,525 $ 4116 $26,451 $ 4,250 











The maximum terms for retail notes are generally seven years 
for agriculture and turf equipment and five years for 
construction and forestry equipment. The maximum term for 
financing leases is generally six years, while the average term 
for wholesale notes is less than twelve months. 


At October 28, 2018 and October 29, 2017, worldwide 
financing receivables administered, which include financing 
receivables administered but not owned, totaled 

$31,082 million and $29,273 million, respectively. 


Past due balances of financing receivables still accruing 
finance income represent the total balance held (principal plus 
accrued interest) with any payment amounts 30 days or more 
past the contractual payment due date. Non-performing 
financing receivables represent loans for which the company 
has ceased accruing finance income. These receivables are 
generally 120 days delinquent and the estimated uncollectible 
amount, after charging the dealer’s withholding account, has 
been written off to the allowance for credit losses. Finance 
income for non-performing receivables is recognized on a cash 
basis. Accrual of finance income is generally resumed when 
the receivable becomes contractually current and collections 
are reasonably assured. 





An age analysis of past due financing receivables that are still 
accruing interest and non-performing financing receivables at 
October 28, 2018 and October 29, 2017 follows in millions of 



































dollars: 
30-59 60-89 90 Days 
Days Days or Greater Total 
Past Due Past Due Past Due Past Due 
2018 
Retail Notes: 
Agriculture and turf ........ SS B35 74 S$ 63 §$ 270 
Construction and forestry 79 45 52 76 
Other: 
Agriculture and turf ........ 36 16 8 60 
Construction and forestry 18 5 3 26 
TO tal cr icisatncgce avai deiataees $ 266 $ 140 $ 126 $ 532 
Total Total 
Total Non- Financing 
Past Due Performing Current Receivables 
Retail Notes: 
Agriculture and turf ........ S 270 S$ 201 $17,836 $18,307 
Construction and forestry 176 40 3,101 3,317 
Other: 
Agriculture and turf ........ 60 5 8,274 ~=8,349 
Construction and forestry 26 3 1,252 1,28] 
WOtdlecccceeradecsarect nancies $ 532 $ 259 $30,463 31,254 
Less allowance for credit losses ..............cecseeeeeeeeeee teense 178 
Total financing receivables - net ...................00.:sceeeeeeeee $31,076 





























30-59 60-89 90 Days 
Days Days or Greater Total 
Past Due Past Due Past Due Past Due 
2017 
Retail Notes: 
Agriculture and turf........ §S 18S 54 $§ 49 § 21 
Construction and forestry 75 33 39 14 
Other: 
Agriculture and turf........ 27 14 7 48 
Construction and forestry il] 6 2 19 
TOtalssceisden. Achvtsnedlsexeden S$ 231$ 107 $ 97 $ 435 
(continued) 














Total Total 

Total Non- Financing 
Past Due Performing Current Receivables 

Retail Notes: 
Agriculture and turf ..... $ 221 $ 173 $ 17,508 $ 17,902 
Construction and forestry 147 30 2,618 2,795 

Other: 

Agriculture and turf ..... 48 q2 7,610 7,670 
Construction and forestry 19 5 1,059 1,083 
Total wsssiscvecananteceess S$ 435 $ 220 $28,795 29,450 
Less allowance for credit losses...............:00eeeeeeeeeeeeeee es 187 
Total financing receivables — net .....................::ceeeeeeeeee § 29,263 





An analysis of the allowance for credit losses and investment 
in financing receivables follows in millions of dollars: 





Revolving 
Retail Charge 
Notes Accounts Other Total 



























































2018 

Allowance: 

Beginning of year balance...... $ 21$ 405 268 ~~ 187 
PROVISION Ssercnclcevoieateccdeennss 14 38 2 54 
Write-offs.........00ccceeeeeeeeee (33) (55) (6) (94) 
Recoverie€S .........0.0.ccecee eens 17 20 ] 38 
Translation adjustments ...... (6) (1) (7) 

End of year balance*............. $ 13 S$ 43 $5 225 78 

Financing receivables: 

End of year balance.............. $ 21,624 S$ 3,862 $ 5,768 $ 31,254 

Balance individually evaluated $ 122 $ 258 25 #424B6 

2017 

Allowance: 

Beginning of year balance...... $ 13S 408 £235 76 
ProviSiON ...........0.cceceeeeeeee 46 33 9 88 
Write-offs...........ccceeeeeeeeee (56) (53) (7) (116) 
Recoverie€S ...........0.cceeee eee 20 20 ] 4] 
Translation adjustments ...... (2) (2) 

End of year balance*............. $ 1218 405 268 187 

Financing receivables: 

End of year balance.............. $20,697 S$ 3,629 $ 5,124 $29,450 

Balance individually evaluated $ 86 $ 3 S$ 20S. 109 

2016 

Allowance: 

Beginning of year balance...... S$ 95 S$ 40S 22S 157 
PROVISION cesiceeedos oSeeeasced! sea 43 36 5 84 
Write-offs.........00ccceeeeeeeeee (43) (55) (5) (103) 
Recoverie€S ...........0.cceeee eens I] 19 ] 31 
Translation adjustments ...... fi 7 

End of year balance*............. $ 13S) =6=6 40 S$) = «623 S176 

Financing receivables: 

End of year balance.............. $20,682 S$ 3,135 $ 5,188 $29,005 








Balance individually evaluated $ 108 $ 8S 20S 16 








* Individual allowances were not significant. 





Past-due amounts over 30 days represented 1.70 percent and 
1.48 percent of the receivables financed at October 28, 2018 
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and October 29, 2017, respectively. The allowance for credit 
losses represented .57 percent and .64 percent of financing 
receivables outstanding at October 28, 2018 and October 29, 
2017, respectively. In addition, at October 28, 2018 and 
October 29, 2017, the company’s financial services operations 
had $156 million and $155 million, respectively, of deposits 
primarily withheld from dealers and merchants available for 
potential credit losses. 


Financing receivables are considered impaired when it is 
probable the company will be unable to collect all amounts 
due according to the contractual terms. Receivables reviewed 
for impairment generally include those that are past due, have 
provided bankruptcy notification, or require significant 
collection efforts. Receivables that are impaired are generally 
classified as non-performing. 


An analysis of the impaired financing receivables at 
October 28, 2018 and October 29, 2017 follows in millions of 
dollars: 





Unpaid Average 
Recorded Principal Specific Recorded 
Investment Balance Allowance Investment 












































2018* 
Receivables with specific 
allowance** ........c....eee $ 28 S 27 $ 10 S$ 30 
Receivables without a 
specific allowance**..... 37 35 4] 
Totals: x2ctcrcenieen cece $ 65 62 $ 10 7) 
Agriculture and turf..... $ 50 $ 48 S$ 9 54 
Construction and forestry $ 5S 45 i S 7 
2017* 
Receivables with specific 
allowance** .............0. $ 36 S$ 335 10 S$ 30 
Receivables without a 
specific allowance**”.... 28 27 24 
Total osso0sscceeneteveetea ees $ 64 $ 60 $ 10 54 
Agriculture and turf ..... $ 49S 46 S$ 10 38 
Construction and forestry $ 5S 14 $ 16 








* Finance income recognized was not material. 


Primarily retail notes. 
*** Primarily retail notes and wholesale receivables. 


** 





A troubled debt restructuring is generally the modification of 
debt in which a creditor grants a concession it would not 
otherwise consider to a debtor that is experiencing financial 
difficulties. These modifications may include a reduction of 
the stated interest rate, an extension of the maturity dates, a 
reduction of the face amount or maturity amount of the debt, 
or a reduction of accrued interest. During 2018, 2017, and 
2016, the company identified 587, 474, and 167 financing 
receivable contracts, primarily retail notes, as troubled debt 
restructurings with aggregate balances of $34 million, 

$16 million, and $19 million pre-modification and $34 million, 
$15 million, and $18 million post-modification, respectively. In 
2017, there were $3 million of troubled debt restructurings 
that subsequently defaulted and were written off. In 2018 and 
2016, there were no significant troubled debt restructurings 


that subsequently defaulted and were written off. At 
October 28, 2018, the company had commitments to lend 
approximately $10 million to borrowers whose accounts were 
modified in troubled debt restructurings. 


Other Receivables 
Other receivables at October 28, 2018 and October 29, 2017 
consisted of the following in millions of dollars: 








2018 2017 
Taxes receivable ..........cccccccccececceceeeeeeeeeeeeeeeaes $1370 S$ 876 
OPO R node ok SAR eta ak Go A Eh 366 324 
Other receivables...............00...cccccceeeeeeeeeeeeeeees $1,736 $1,200 





13. SECURITIZATION OF FINANCING RECEIVABLES 





The company, as a part of its overall funding strategy, 
periodically transfers certain financing receivables (retail notes) 
into VIEs that are SPEs, or non-VIE banking operations, as 
part of its asset-backed securities programs (securitizations). 
The structure of these transactions is such that the transfer 
of the retail notes did not meet the accounting criteria for 
sales of receivables, and is, therefore, accounted for as a 
secured borrowing. SPEs utilized in securitizations of retail 
notes differ from other entities included in the company’s 
consolidated statements because the assets they hold are 
legally isolated. Use of the assets held by the SPEs or the 
non-VIEs is restricted by terms of the documents governing 
the securitization transactions. 


In these securitizations, the retail notes are transferred to 
certain SPEs or to non-VIE banking operations, which in turn 
issue debt to investors. The debt securities issued to the third 
party investors result in secured borrowings, which are 
recorded as “Short-term securitization borrowings’ on the 
consolidated balance sheet. The securitized retail notes are 
recorded as “Financing receivables securitized — net” on the 
balance sheet. The total restricted assets on the balance sheet 
related to these securitizations include the financing 
receivables securitized less an allowance for credit losses, and 
other assets primarily representing restricted cash. For those 
securitizations in which retail notes are transferred into SPEs, 
the SPEs supporting the secured borrowings are consolidated 
unless the company does not have both the power to direct 
the activities that most significantly impact the SPEs' 
economic performance and the obligation to absorb losses or 
the right to receive benefits that could potentially be 
significant to the SPEs. No additional support to these SPEs 
beyond what was previously contractually required has been 
provided during the reporting periods. 


In certain securitizations, the company consolidates the SPEs 
since it has both the power to direct the activities that most 
significantly impact the SPEs’ economic performance through 
its role as servicer of all the receivables held by the SPEs, and 
the obligation through variable interests in the SPEs to absorb 
losses or receive benefits that could potentially be significant 
to the SPEs. The restricted assets (retail notes securitized, 
allowance for credit losses, and other assets) of the 
consolidated SPEs totaled $2,593 million and $2,631 million at 
October 28, 2018 and October 29, 2017, respectively. The 
liabilities (short-term securitization borrowings and accrued 





interest) of these SPEs totaled $2,520 million and 

$2,571 million at October 28, 2018 and October 29, 2017, 
respectively. The credit holders of these SPEs do not have 
legal recourse to the company’s general credit. 


In certain securitizations, the company transfers retail notes to 
non-VIE banking operations, which are not consolidated since 
the company does not have a controlling interest in the 
entities. The company’s carrying values and interests related to 
the securitizations with the unconsolidated non-VIEs were 
restricted assets (retail notes securitized, allowance for credit 
losses and other assets) of $504 million and $478 million at 
October 28, 2018 and October 29, 2017, respectively. The 
liabilities (short-term securitization borrowings and accrued 
interest) were $475 million and $454 million at October 28, 
2018 and October 29, 2017, respectively. 


In certain securitizations, the company transfers retail notes 
into bank-sponsored, multi-seller, commercial paper conduits, 
which are SPEs that are not consolidated. The company does 
not service a significant portion of the conduits’ receivables, 
and therefore, does not have the power to direct the 
activities that most significantly impact the conduits’ 
economic performance. These conduits provide a funding 
source to the company (as well as other transferors into the 
conduit) as they fund the retail notes through the issuance of 
commercial paper. The company’s carrying values and variable 
interest related to these conduits were restricted assets (retail 
notes securitized, allowance for credit losses, and other assets) 
of $1,033 million and $1,155 million at October 28, 2018 and 
October 29, 2017, respectively. The liabilities (short-term 
securitization borrowings and accrued interest) related to 
these conduits were $965 million and $1,096 million at 
October 28, 2018 and October 29, 2017, respectively. 


The company’s carrying amount of the liabilities to the 
unconsolidated conduits, compared to the maximum exposure 
to loss related to these conduits, which would only be 
incurred in the event of a complete loss on the restricted 
assets, was as follows at October 28 in millions of dollars: 








2018 
Carrying value of liabilities 0.0.0.0... cccecceeeeeeeseeeeeeeees $ 965 
Maximum exposure to lOSS.............0ceeeeeeeeeeeeeeeeeeeeeeeeeeees 1,033 





The total assets of unconsolidated VIEs related to 
securitizations were approximately $35 billion at October 28, 
2018. 


The components of consolidated restricted assets related to 
secured borrowings in securitization transactions at 
October 28, 2018 and October 29, 2017 were as follows in 
millions of dollars: 














2018 2017 
Financing receivables securitized (retail notes) ......... $4,032 $ 4,172 
Allowance for credit losses ......0...0..ccccceeeeeeeeeeseeees (10) (13) 
QEHEF ASSETS sicccsaccssasnsieanctonanetacncumeatiataectomateas 108 105 
Total restricted securitized assets ..................00.... $4,130 $4,264 

















The components of consolidated secured borrowings and 
other liabilities related to securitizations at October 28, 2018 
and October 29, 2017 were as follows in millions of dollars: 





2018 2017 


Short-term securitization borrowings ................005 $3,957 $4,119 
Accrued interest on borrowingS............:000seeeeeeee ee 3 2 


Total liabilities related to 
restricted securitized assets ..................0....00.5 








$3,960 $4,121 











The secured borrowings related to these restricted securitized 
retail notes are obligations that are payable as the retail notes 
are liquidated. Repayment of the secured borrowings depends 
primarily on cash flows generated by the restricted assets. 
Due to the company’s short-term credit rating, cash 
collections from these restricted assets are not required to be 
placed into a segregated collection account until immediately 
prior to the time payment is required to the secured creditors. 
At October 28, 2018, the maximum remaining term of all 
securitized retail notes was approximately six years. 


14. EQUIPMENT ON OPERATING LEASES 





Operating leases arise primarily from the leasing of John Deere 
equipment to retail customers. Initial lease terms generally 
range from 12 to 60 months. Net equipment on operating 
leases at October 28, 2018 and October 29, 2017 consisted of 
the following in millions of dollars: 











2018 2017 
Equipment on operating leases: 
Agriculture and turf...........ccccecceeeeeeeeees $5,682 $5,385 
Construction and forestry ............:e:seeeee neers 1,483 1,209 
Equipment on operating leases — net ............... $7,165 $6,594 











The equipment is depreciated on a straight-line basis over the 
term of the lease. The accumulated depreciation on this 
equipment was $1,515 million and $1,315 million at October 28, 
2018 and October 29, 2017, respectively. The corresponding 
depreciation expense was $928 million in 2018, $853 million 
in 2017, and $742 million in 2016. 


Future payments to be received on operating leases totaled 
$2,309 million at October 28, 2018 and are scheduled in 
millions of dollars as follows: 2019 — $980, 2020 - $688, 
2021 - $400, 2022 - $198, and 2023 - $43. At October 28, 
2018 and October 29, 2017, the company’s financial services 
operations had $34 million and $52 million, respectively, of 
deposits withheld from dealers available for potential losses on 
residual values. 
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15. INVENTORIES 





A majority of inventory owned by Deere & Company and its 
U.S. equipment subsidiaries are valued at cost, on the “‘last-in, 
first-out” (LIFO) basis. Remaining inventories are generally 
valued at the lower of cost, on the “‘first-in, first-out” (FIFO) 
basis, or net realizable value. The value of gross inventories on 
the LIFO basis at October 28, 2018 and October 29, 2017 
represented 54 percent and 61 percent, respectively, of 
worldwide gross inventories at FIFO value. If all inventories 
had been valued on a FIFO basis, estimated inventories by 
major classification at October 28, 2018 and October 29, 2017 
in millions of dollars would have been as follows: 











including purchased and internally developed software, 
classified as “Other Assets’’ at October 28, 2018 and 
October 29, 2017 were $1,207 million and $1,078 million, less 
accumulated amortization of $910 million and $826 million, 
respectively. Capitalized interest on software was $3 million 
and $1 million at October 28, 2018 and October 29, 2017, 
respectively. Amortization of these software costs in 2018, 
2017, and 2016 was $145 million, S118 million, and 

$102 million, respectively. 


The cost of compliance with foreseeable environmental 
requirements has been accrued and did not have a material 
effect on the company’s consolidated financial statements. 


17. GOODWILL AND OTHER INTANGIBLE ASSETS - NET 





The changes in amounts of goodwill by operating segments 
were as follows in millions of dollars: 





Construction 





2018 2017 
Raw materials and supplies .........0.0..:cccccceeeeeeeee $2,233 $1,688 
Work-in-Process ......0...00ceeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 776 495 
Finished goods and parts............:cceeseeeeeeeeteeeeeees 4,777 3,182 
Total FIFO Vale. cs scccnnrsavinacsevssisanacteeebaamasiess 7,186 5,365 
Less adjustment to LIFO value ..............:cceeeeeeeeees 1,637 1,461 
Inventories ..............cccccceccccececceeceeeeeceeteeeeueeees $6,149 $3,904 











16. PROPERTY AND DEPRECIATION 





A summary of property and equipment at October 28, 2018 
and October 29, 2017 in millions of dollars follows: 





Useful Lives* 
(Years) 2018 2017 





Equipment Operations 






































AMG hsb bb eet SGU ot ein nebhtece yaar hoewdane $ 283 $ 122 
Buildings and building equipment ........ 23 3,848 3,396 
Machinery and equipment.................. il] 5,570 5,378 
Dies, patterns, tools, etc. .............0 8 1,564 1,647 
AlNOPN GL axis. pint coche patie Nadeasinitorndon.s 5 1,032 942 
Construction in progress..................4. 619 358 
Total Qt GOSE ics cath ieteiywtelnioesiad 12,916 11,843 
Less accumulated depreciation ............ 7,095 6,826 
TOtAhe Secessadecsgatsspetestseuedecs teatetaece 5,821 5,017 
Financial Services 
PPGING Soseetineet ees Maaco tatecceeed tts 4 4 
Buildings and building equipment ........ 26 74 74 
Al OTN OR sarees sstias atntoniaiedes gsaeeandleats a 6 34 38 
Total at cost... ee 2 116 
Less accumulated depreciation ............ 65 65 
TOtal rine taaancenoes See c i cadadancn eats 47 5] 








Property and equipment - net............ 














* Weighted-averages 





Total property and equipment additions in 2018, 2017, and 
2016 were $985 million, $602 million, and $674 million and 
depreciation was $754 million, $726 million, and $701 million, 
respectively. Capitalized interest was $4 million, $3 million, and 
$3 million in the same periods, respectively. The cost of leased 
property and equipment under capital leases of $52 million 
and $40 million and accumulated depreciation of $22 million 
and $15 million at October 28, 2018 and October 29, 2017, 
respectively, is included in property and equipment. 


Capitalized software has an estimated useful life of three 
years. The amounts of total capitalized software costs, 














Agriculture and 

and Turf Forestry —_—‘Total 
Goodwill at October 30, 2016.......... S$ 323 S$ 493 S 816 
A€QUuISITIONS® 4c. : cscs: -cxeiedeees eeastatee 193 193 
Translation adjustments and other .... 5 19 24 
Goodwill at October 29, 2017 .......... 521 512 1,033 
ACQUISITIONS™ . 2.2 .2452.2seceneeebd oxees tnd 7 2,068 2,139 
Divestitures® 0.0... cc eeeeeeeeeeeeeteeeeeees (18) (18) 
Translation adjustments .................. (9) (44) (53) 
Goodwill at October 28, 2018......... S 583 $2,518 $3,101 
* See Note 4. 





There were no accumulated impairment losses in the reported 
periods. 


The components of other intangible assets are as follows in 
millions of dollars: 





Useful Lives* 





(Years) 2018 2017 
Amortized intangible assets: 

Customer lists and relationships ............ 16 S$ 542 $ 42 
Technology, patents, trademarks, and other 18 1,080 139 
MOtall AECOSt totic tbediahiee outs ihdneds 1,622 18] 
Less accumulated amortization**........... 183 86 
WOtalltsscteaused thence dies, dseadentaenaens 1,439 95 

Unamortized intangible assets: 
In-process research and development*** 123 123 
Other intangible assets - net.................. 1,562 $218 


* Weighted-averages 

** Accumulated amortization at 2018 and 2017 for customer lists and 
relationships was $46 million and $17 million and technology, patents, 
trademarks, and other was $137 million and $69 million, respectively. 

***See Note 4. 





Other intangible assets are stated at cost less accumulated 
amortization. The amortization of other intangible assets in 
2018, 2017, and 2016 was $100 million, $18 million, and 
$15 million, respectively. 


The estimated amortization expense for the next five years is 
as follows in millions of dollars: 2019 — S117, 2020 — $105, 
2021 - $101, 2022 - $100, and 2023 - $98. 





18. TOTAL SHORT-TERM BORROWINGS 





Total short-term borrowings at October 28, 2018 and 
October 29, 2017 consisted of the following in millions of 
dollars: 


















































2018 2017 
Equipment Operations 
Notes payable to banks ..........000:cccccceccsseeeeeeeseeees § 4645 22] 
Long-term borrowings due within one year.............. 970 154 
NO tal caste ncintwe wate Raed? natdvdauadal aaue cient Aamntue bed 1,434 375 
Financial Services 
Commercial paper ............0cccceeeeeeeeeeeeeeeeeeeeeeeeeeeees 3,857 3,439 
Notes payable to banks .............cccceeeeeeeeeeeeeeeeeeees 344 157 
Long-term borrowings due within one year* ............ 5,427 6,064 
TO tal. sisvensste iene tog? ott vdadndaitadeagtont Atenas des 9,628 9,660 
Short-term borrowings ...................00cceseeeeeeneeee ees 11,062 10,035 
Short-term securitization borrowings 
Equipment Operations ................ceeeeeeeeeeneeeeeeen eens 75 
Financial Services .........0. cece eee 3,882 4,119 
TO tal. scxiiisicte atin wtiegs ote vancad Sl taaedadeetl.iasnacel bes 3,957 4,119 
Total short-term borrowings ......................6:::ceeee $15,019 $14,154 














* Includes unamortized fair value adjustments related to interest rate swaps. 





The short-term securitization borrowings are secured by 
financing receivables (retail notes) on the balance sheet (see 
Note 13). Although these securitization borrowings are 
classified as short-term since payment is required if the retail 
notes are liquidated early, the payment schedule for these 
borrowings, which are net of debt acquisition costs, at 
October 28, 2018 based on the expected liquidation of the 
retail notes in millions of dollars is as follows: 2019 — $2,161, 
2020 - $1,076, 2021 - $546, 2022 - $168, 2023 - $II, and 
2024 - $1. 


The weighted-average interest rates on total short-term 
borrowings, excluding current maturities of long-term 
borrowings, at October 28, 2018 and October 29, 2017 were 
3.0 percent and 1.8 percent, respectively. 


Lines of credit available from U.S. and foreign banks were 
$8,389 million at October 28, 2018. At October 28, 2018, 
$3,724 million of these worldwide lines of credit were unused. 
For the purpose of computing the unused credit lines, 
commercial paper, and short-term bank borrowings, excluding 
secured borrowings and the current portion of long-term 
borrowings, were primarily considered to constitute utilization. 
Included in the total credit lines at October 28, 2018 were 
364-day credit facility agreements of $1,750 million, expiring 


in April 2019, and $750 million, expiring in October 2019. In 
addition, total credit lines included long-term credit facility 
agreements of $2,500 million, expiring in April 2021, and 
$2,500 million, expiring in April 2022. The agreements are 
mutually extendable and the annual facility fees are not 
significant. These credit agreements require Capital 
Corporation to maintain its consolidated ratio of earnings to 
fixed charges at not less than 1.05 to 1 for each fiscal quarter 
and the ratio of senior debt, excluding securitization 
indebtedness, to capital base (total subordinated debt and 
stockholder’s equity excluding accumulated other 
comprehensive income (loss)) at not more than 11 to 1 at the 
end of any fiscal quarter. The credit agreements also require 
the equipment operations to maintain a ratio of total debt to 
total capital (total debt and stockholders’ equity excluding 
accumulated other comprehensive income (loss)) of 65 percent 
or less at the end of each fiscal quarter. Under this provision, 
the company’s excess equity capacity and retained earnings 
balance free of restriction at October 28, 2018 was 

$12,368 million. Alternatively under this provision, the 
equipment operations had the capacity to incur additional 
debt of $22,969 million at October 28, 2018. All of these 
requirements of the credit agreements have been met during 
the periods included in the consolidated financial statements. 


Deere & Company has an agreement with Capital Corporation 
pursuant to which it has agreed to continue to own, directly 
or through one or more wholly-owned subsidiaries, at least 
51 percent of the voting shares of capital stock of Capital 
Corporation and to maintain Capital Corporation's consolidated 
tangible net worth at not less than $50 million. This 
agreement also obligates Deere & Company to make payments 
to Capital Corporation such that its consolidated ratio of 
earnings to fixed charges is not less than 1.05 to 1 for each 
fiscal quarter. Deere & Company's obligations to make 
payments to Capital Corporation under the agreement are 
independent of whether Capital Corporation is in default on 
its indebtedness, obligations or other liabilities. Further, 
Deere & Company’s obligations under the agreement are not 
measured by the amount of Capital Corporation's 
indebtedness, obligations or other liabilities. Deere & 
Company's obligations to make payments under this 
agreement are expressly stated not to be a guaranty of any 
specific indebtedness, obligation or liability of Capital 
Corporation and are enforceable only by or in the name of 
Capital Corporation. No payments were required under this 
agreement during the periods included in the consolidated 
financial statements. 
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19. ACCOUNTS PAYABLE AND ACCRUED EXPENSES 





Accounts payable and accrued expenses at October 28, 2018 
and October 29, 2017 consisted of the following in millions of 
dollars: 












































2018 2017 
Equipment Operations 
Accounts payable: 
Wade Payables axcupcnccieassuhecidccarsesesiccesboeedivs $2,465 $2,069 
Dividends payable veccc..ccsc.ccnccsssac22sedeecsasseenecs cee 223 194 
UNG asta. cuctaseect eo a ete aateteeadeiel Si ieerea inal 243 164 
Accrued expenses: 
Dealer sales disCOUNtS ..............ccceeeeeeeeeeeeeeeeees 1,801 1,559 
Product warranties.............c:ceeeeeeeeeeeeeeeeeneeeeenes 1,146 1,007 
Employee benefits ................cceceeeeeeeeeeeeeeeeeeeees 1,038 86 
Accrued taxes ...........cceeeeeeeeeeeeeeeeeeeeeeneeeeenereees 836 503 
Unearned revenue ............cceeeeeeeeeeeeeeeeeeeeeeeneees 665 520 
OU GlAses cee nee ceteseiceee es cica tates acewteeitaaamemeens 965 84 
MOtall Stat be. ciat yet eradap hnoeneetunda cet ncuantanottie 9,382 = 7,718 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants ..... 190 207 
ONG Fe stale ee ack cae eda ne Se gett eet he 239 275 
Accrued expenses: 
Unearned revenue .............0eeeeeeeeeeeeeeeeeeeeeeen ees 885 797 
Accrued interest .........0...:ceeeeeeeeeeeeeeeeeeeeeeeeeeeees 163 148 
Employee benefits ...............:eeecceeeeeeeeeeeeeeeeeenes 63 55 
OUNGr tsc.tl Rehan btilte deo tan alitetacnd pied dake 516 345 
MOM Neco iecio ee nitteanentan es. atedadee te. tea cne ite 2,056 = 1,827 
Eliminations® 2 :2eic02hict cedadi bees waedidbnciaeeidigedest 1,327 1,128 
Accounts payable and accrued expenses................. $ 10,11 $ 8,417 














* Primarily trade receivable valuation accounts which are reclassified as 
accrued expenses by the equipment operations as a result of their trade 
receivables being sold to financial services. 





20. LONG-TERM BORROWINGS 





Long-term borrowings at October 28, 2018 and October 29, 
2017 consisted of the following in millions of dollars: 








2018 2017 
Equipment Operations 
U.S. dollar notes and debentures: 
4.375% notes due 2019.20... cceeeeceeeceeeeeeeeees S750 
8-1/2% debentures due 2022............0ccceceeeee $ 105 105 
2.60% notes due 2022 ...........c.cec cee eee eee eee 1,000 1,000 
6.55% debentures due 2028 ...............00.ccceee 200 200 
5.375% notes due 2029 0.0.0.0... eee eee 500 500 
8.10% debentures due 2030............0....0.c000ee 250 250 
7.125% notes due 2031 ............0.cccceceeceeee eee ee 300 300 
3.90% notes due 2042 200.00... cece eeee cece eee 1,250 1,250 
Euro notes: 
Medium-term notes due 2020 — 2023: 
(€850 principal) Average interest rates of 
AMG = 2018) 3% = 20ers eee: oxackteeaaieetaedeus 967 990 
Other Notes.........0..cccc ccc eceececeececeeeeceeeeeneeeeeeas 159 166 
Less debt issuance COStS ............0.ccceceee cence eee ees 7 20 
VOtall:ccscactciesicdis ietsin tore: . keteteadt otedancane 4714 5,49] 
Financial Services 
Notes and debentures: 
Medium-term notes due 2019 — 2028: 
(principal $21,221 - 2018, $18,678 - 2017) 
Average interest rates of 2.8% - 2018, 
250% = DOV act iscncvecasatwr ets iicanle oie ete 20,865* 18,601* 
2.75% senior note due 2022: ($500 principal) 
Swapped $500 to variable interest rate of 
3:5 := 2018. 20% = 2OUF seasiceutenere. steedecasts 489* 502* 
Other nOtes............cccc ccc eceececeeceteeseceseeenseeeeeas 1,215 1,339 
Less debt issuance COStS ............0.cccececeeceee eee ees 46 42 
MOUall £:c:cnecasceatsacsteneree ctsenteee a ceheinea use tuseth 22,523 20,400 
Long-term borrowings*® ..................0000:cceee S 27,237 § 25,891 


* Includes unamortized fair value adjustments related to interest rate swaps. 
** All interest rates are as of year end. 





The approximate principal amounts of the equipment 
operations’ long-term borrowings maturing in each of the next 
five years in millions of dollars are as follows: 2019 - $970, 
2020 - $536, 2021 - $25, 2022 - $1,108, and 2023 - $571. The 
approximate principal amounts of the financial services’ 
long-term borrowings maturing in each of the next five years 
in millions of dollars are as follows: 2019 — $5,430, 2020 - 
$6,185, 2021 - $5,699, 2022 - $3,567, and 2023 - $3,654. 


21. LEASES 





At October 28, 2018, future minimum lease payments under 
capital leases amounted to $30 million as follows: 2019 - STI, 
2020 - $9, 2021- $6, 2022 - $2, 2023 - $1, and later years 
$1. Total rental expense for operating leases was $167 million 
in 2018, $167 million in 2017, and $185 million in 2016. At 
October 28, 2018, future minimum lease payments under 
operating leases amounted to $383 million as follows: 2019 - 
$10, 2020 - $83, 2021 - $60, 2022 - $50, 2023 - $34, and 
later years $46. 





22. COMMITMENTS AND CONTINGENCIES 





The company generally determines its total warranty liability 
by applying historical claims rate experience to the estimated 
amount of equipment that has been sold and is still under 
warranty based on dealer inventories and retail sales. The 
historical claims rate is primarily determined by a review of 
five-year claims costs and current quality developments. 


The premiums for extended warranties are primarily recognized 
in income in proportion to the costs expected to be incurred 
over the contract period. The unamortized extended warranty 
premiums (deferred revenue) included in the following table 
totaled $506 million and $461 million at October 28, 2018 and 
October 29, 2017, respectively. 


A reconciliation of the changes in the warranty liability and 
unearned premiums in millions of dollars follows: 





Warranty Liability/ 
Unearned Premiums 











2018 2017 

Beginning of year balance......................... $ 1,468 $ 1,226 
Payments .........00000ceeeceeeceeeeeeeeeeeeeeeeeeeeeeees (907) (743) 
Amortization of premiums received ............... (217) (207) 
Accruals for warranties.............00seeeeeeeeeeeeees 978 959 
Premiums received .............:cceeeeeeeeeeeeeeee ness 270 224 
ACQUISITION xp acc aitee dedeacanenedeatssncemeacissanaetee te 80 

Foreign exchange ............:ccccceeeeeeeeeeeeeeeeees (20) 9 
End of year balance...................000::ccceee S 1,652 $ 1,468 








* See Note 4. 





At October 28, 2018, the company had approximately 

$357 million of guarantees issued primarily to banks outside 
the U.S. and Canada related to third-party receivables for the 
retail financing of John Deere and Wirtgen equipment. The 
increase from October 29, 2017 primarily relates to the 
Wirtgen acquisition. The company may recover a portion of 
any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 
At October 28, 2018, the company recorded a liability of 
approximately $14 million under these agreements. The 
maximum remaining term of the receivables guaranteed at 
October 28, 2018 was approximately seven years. 


At October 28, 2018, the company had commitments of 
approximately $289 million for the construction and 
acquisition of property and equipment. Also at October 28, 
2018, the company had restricted assets of $111 million, 
classified as ‘‘Other Assets’. See Note 13 for additional 
restricted assets associated with borrowings related to 
securitizations. 


The company also had other miscellaneous contingent 
liabilities totaling approximately $155 million at October 28, 
2018. The accrued liability for these contingencies was 
approximately $20 million at October 28, 2018. 


The company is subject to various unresolved legal actions 
which arise in the normal course of its business, the most 
prevalent of which relate to product liability (including 
asbestos related liability), retail credit, employment, patent, 
and trademark matters. The company believes the reasonably 


possible range of losses for these unresolved legal actions 
would not have a material effect on its financial statements. 


23. CAPITAL STOCK 





Changes in the common stock account in millions were as 
follows: 





























Number of 

Shares Issued = Amount 
Balance at November 1], 2015 ................ 536.4 S$ 3,826 
Stock options and other ...............::0e 86 
Balance at October 30, 2016................. 536.4 3,912 
Stock options and other ...............::0e 369 
Balance at October 29, 2017..............4.. 536.4 4,28] 
Stock options and other ................:000 193 
Balance at October 28, 2018................ 536.4 § 4,474 
The number of common shares the company is authorized to 





issue is 1,200 million. The number of authorized preferred 
shares, none of which has been issued, is nine million. 


The Board of Directors at its meeting in December 2013 
authorized the repurchase of up to $8,000 million of common 
stock (60.2 million shares based on the fiscal year end closing 
common stock price of $133.00 per share). At the end of the 
fiscal year, this repurchase program had $2,312 million 

(17.4 million shares at the same price) remaining to be 
repurchased. Repurchases of the company’s common stock 
under this plan will be made from time to time, at the 
company’s discretion, in the open market. 


A reconciliation of basic and diluted net income per share 
attributable to Deere & Company follows in millions, except 
per share amounts: 





2018 2017 2016 





Net income attributable to 
































Deere & Company .........000ccee § 2,368.4 $ 2,159.1 $ 1,523.9 
Less income allocable to participating 

SOCUMUES , ci ssennssedtsamenseien aceearadsd 4 6 J 
Income allocable to common stock ..... $ 2,368.0 $ 2,158.5 $ 1,523.2 
Average shares outstanding .............. 322.6 319.5 315.2 
Basic per share..................0000c08 S 7345 6768 4.83 
Average shares outstanding .............. 322.6 319.5 315.2 
Effect of dilutive stock options.......... 47 3.8 1.4 

Total potential shares outstanding... 327.3 323.3 316.6 
Diluted per share ..................0....0. § 7245 6685 481 











All stock options outstanding were included in the 
computation during 2018, 2017, and 2016, except .4 million in 
2018, .2 million in 2017, and 9.9 million in 2016 that had an 
antidilutive effect under the treasury stock method. 


24. STOCK OPTION AND RESTRICTED STOCK AWARDS 





The company issues stock options and restricted stock awards 
to key employees under plans approved by stockholders. 
Restricted stock is also issued to nonemployee directors for 
their services as directors under a plan approved by 
stockholders. Options are awarded with the exercise price 
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equal to the market price and become exercisable in one to 
three years after grant. Options expire ten years after the 
date of grant. Restricted stock awards generally vest after 
three years. The compensation cost for stock options, service 
based restricted stock units, and market/service based 
restricted stock units, which is based on the fair value at the 
grant date, is recognized on a straight-line basis over the 
requisite period the employee is required to render service. 
The compensation cost for performance/service based units, 
which is based on the fair value at the grant date, is 
recognized over the employees’ requisite service period and 
periodically adjusted for the probable number of shares to be 
awarded. According to these plans at October 28, 2018, the 
company is authorized to grant an additional 10.0 million 
shares related to stock options or restricted stock. 


The fair value of each option award was estimated on the 
date of grant using a binomial lattice option valuation model. 
Expected volatilities are based on implied volatilities from 
traded call options on the company’s stock. The expected 
volatilities are constructed from the following three 
components: the starting implied volatility of short-term call 
options traded within a few days of the valuation date; the 
predicted implied volatility of long-term call options; and the 
trend in implied volatilities over the span of the call options’ 
time to maturity. The company uses historical data to estimate 
option exercise behavior and employee termination within the 
valuation model. The expected term of options granted is 
derived from the output of the option valuation model and 
represents the period of time that options granted are 
expected to be outstanding. The risk-free rates utilized for 
periods throughout the contractual life of the options are 
based on U.S. Treasury security yields at the time of grant. 


The assumptions used for the binomial lattice model to 
determine the fair value of options follow: 








2018 2017 2016 
Risk-free interest rate... 1.69%-2.7%  .88%-2.5% 23% - 2.3% 
Expected dividends ...... 1.6% 2.4% 2.8% 
Expected volatility........ 22.3% — 23.0% 24.0% - 24.8% 25.2% - 29.0% 
Weighted-average 
volatility .............. 22.8% 24.5% 26.5% 


Expected term (in years) 7.9 - 8.6 7.8 - 8.6 7.0 - 8.6 





Stock option activity at October 28, 2018 and changes during 
2018 in millions of dollars and shares follow: 








Remaining 
Contractual Aggregate 
Exercise Term Intrinsic 
Shares  Price* (Years) Value 
Outstanding at beginning of 
Oar ee. N.2 S$ 8139 
GTANTEM oiesic caeinesedentnsanceresenes 5 151.95 
Exercised 0.0.2.2... cceeeeeeeeeeeees (2.9) 75.62 
Outstanding at end of year.... 8.8 87.08 5.80 $ 413.6 
Exercisable at end of year ..... 7.0 82.92 5.26 349.4 


* Weighted-averages 





The weighted-average grant-date fair values of options 
granted during 2018, 2017, and 2016 were $39.11, $24.46, and 
$16.88, respectively. The total intrinsic values of options 
exercised during 2018, 2017, and 2016 were $229 million, 

$225 million, and $23 million, respectively. During 2018, 2017, 
and 2016, cash received from stock option exercises was 

$217 million, $529 million, and $36 million with tax benefits of 
$54 million, $83 million, and $8 million, respectively. 


The company granted 415 thousand, 579 thousand, and 

255 thousand restricted stock units to employees and 
nonemployee directors in 2018, 2017, and 2016, of which 

330 thousand, 465 thousand, and 113 thousand are subject to 
service based only conditions, 85 thousand, 57 thousand, and 
7| thousand are subject to performance/service based 
conditions, and none, 5/7 thousand, and 7] thousand are 
subject to market/service based conditions, respectively. The 
service based only units award one share of common stock for 
each unit at the end of the vesting period and include 
dividend equivalent payments. 


The performance/service based units are subject to a 
performance metric based on the company’s compound annual 
revenue growth rate, compared to a benchmark group of 
companies over the vesting period. The market/service based 
units are subject to a market related metric based on total 
shareholder return, compared to the same benchmark group 
of companies over the vesting period. The performance/service 
based units and the market/service based units both award 
common stock in a range of zero to 200 percent for each unit 
granted based on the level of the metric achieved and do not 
include dividend equivalent payments over the vesting period. 
The weighted-average fair values of the service based only 
units at the grant dates during 2018, 2017, and 2016 were 
$151.67, $101.03, and $79.84 per unit, respectively, based on 
the market price of a share of underlying common stock. The 
fair value of the performance/service based units at the grant 
date during 2018, 2017, and 2016 were $145.33, $93.86, and 
$72.93 per unit, respectively, based on the market price of a 
share of underlying common stock excluding dividends. The 
fair value of the market/service based units at the grant date 
during 2017 and 2016 were $129.70 and $103.66 per unit, 
respectively, based on a lattice valuation model excluding 
dividends. 


The company’s restricted shares at October 28, 2018 and 
changes during 2018 in millions of shares follow: 


























Grant-Date 
Shares Fair Value* 
Service based only 
Nonvested at beginning of year..........-eeee 7 $ 95.90 
Grated 2.2.terteuateataosuiesetmesatceeadcseae ees 3 151.67 
NOSE Gs athe ecaeceatnanccelgtea ten haneentatassateuesmtstic (1) 91.92 
Nonvested at end of year..........cceeeeeeeeeeeeee ees 9 17.47 
Performance/service and market/service based 
Nonvested at beginning of year............ eee 4 $ 98.46 
GRAM issues: cnauentiass changes aangennecisagnansaeeste 1 145.33 
Vested o.oo... cccccceecceeeceeeeeenceeeeceettnsseeeeees (.2) 113.97 
Nonvested at end of year.......... cc eeeeeeeeeeee eee 3 110.56 








* Weighted-averages 








During 2018, 2017, and 2016, the total share-based 
compensation expense was $84 million, $68 million, and 

$71 million, respectively, with recognized income tax benefits 
of $20 million, $25 million, and $26 million, respectively. At 
October 28, 2018, there was $47 million of total unrecognized 
compensation cost from share-based compensation 
arrangements granted under the plans, which is related to 
restricted shares and options. This compensation is expected 
to be recognized over a weighted-average period of 
approximately two years. The total grant-date fair values of 
stock options and restricted shares vested during 2018, 2017, 
and 2016 were $63 million, $72 million, and $69 million, 
respectively. 


The company currently uses shares that have been 
repurchased through its stock repurchase programs to satisfy 
share option exercises. At fiscal year end, the company had 
218 million shares in treasury stock and 17 million shares 
remaining to be repurchased under its current publicly 
announced repurchase program (see Note 23). 


25. OTHER COMPREHENSIVE INCOME ITEMS 





The after-tax changes in accumulated other comprehensive 
income at November 1, 2015, October 30, 2016, October 29, 
2017, and October 28, 2018 in millions of dollars follow: 


Total 
Accumulated 
Unrealized Unrealized Other 
Retirement Cumulative Gain (Loss) Gain (Loss) Comprehensive 
































Benefits Translation on on Income 

Adjustment Adjustment Derivatives Investments (Loss) 
2015 ...... $ (3,501) $ (1,238) $ (2) $ 12 $ (4,729 
Period 
Change (908) 9 3 (1) (897 
2016 ...... (4,409) (1,229) ] ll (5,626 
Period 
Change 829 230 4 (1) 1,062 
2017 2.2.4: (3,580) (999) 5 10 (4,564 
Period 
Change 1,052 (195) 9 (13) 853 
ASU No. 
2018-02* (709) (10) ] ] (717 
2018 ...... § (3,237) $ (1.204 § 6 § (2) $14,428 
* See Note 3. 





Following are amounts recorded in and reclassifications out of 
other comprehensive income (loss), and the income tax 
effects, in millions of dollars: 












































Before Tax After 
Tax (Expense) — Tax 
Amount Credit Amount 
2018 
Cumulative translation adjustment............... S$ (188) $ (7) S$ (195) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss)................. 8 (4) 14 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense 5) ] (4 
Foreign exchange contracts — Other 
operating expenses ..........00:c:ccceees (1) ( 
Net unrealized gain (loss) on derivatives ...... 12 (3) 9 
Unrealized gain (loss) on investments: 
Unrealized holding gain (loss) ................. (17) 5 (12 
Reclassification of realized (gain) loss — 
Other income ..s.cccciesessesseserssssereneatce (1) (1 
Net unrealized gain (loss) on investments... (18) 5 (13 
Retirement benefits adjustment: 
Pensions 
Net actuarial gain (loss) .......0......005 553 (128) 425 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to other operating 
expenses:* 
Actuarial (gain) loss ..............0005: 226 (63) 163 
Prior service (credit) cost ............... 12 (4) 8 
Settlements/curtailments .............. 8 (2) 6 
OPEB 
Net actuarial gain (loss) and prior 
service credit (cOSt)........00::cceeeeees 603 (142) 46] 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to other operating 
expenses:* 
Actuarial (gain) loss ..............000 62 (17) 45 
Prior service (credit) cost .............. (77) 21 (56) 
Net unrealized gain (loss) on retirement 
benefits adjustment ...............::::0000 1,387 (335) 1,052 
Total other comprehensive income (loss) ......... S$ 1193 $ (340)$ 853 


* These accumulated o 











her comprehensive income amounts are included in 


net periodic pension and OPEB costs. See Note 7 for additional detail. 
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Before — Tax After Before Tax After 
Tax (Expense) Tax Tax (Expense) Tax 
Amount Credit Amount Amount Credit Amount 
2017 2016 
Cumulative translation adjustment............... 232 $ = (2)$_ 230 Cumulative translation adjustment ................ $ 8 S$ 18 9 
Unrealized gain (loss) on derivatives: Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss)................- 3 (1) 2 Unrealized hedging gain (loss) .............00 (2) 1 (1) 
Reclassification of realized (gain) loss to: Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense 2 (1) 1 Interest rate contracts — Interest expense... 7 (2) 5 
Foreign exchange contracts - Other Foreign exchange contracts - Other 
operating EXPeNnSeS .........0ccceeeeeee 1 1 operating expenses 0.0... (1) (1) 
et unrealized gain (loss) on derivatives ...... 6 (2) 4 Net unrealized gain (loss) on derivatives 4 (1) 3 
Unrealized gain (loss) on investments: Unrealized gain (loss) on investments: 
Unrealized holding gain (loss) ...........0..0 274 (101) 173 Unrealized holding gain (loss) ecaseseeiessiti 2 2 
Reclassification of realized (gain) loss - Reclassification of realized (gain) loss - 
CENT ICON acuanscantacnoeanuednrocanlaad (275) 101 (174) OUNER INCOME: cesteasescaomtedatecini tant (4) 1 (3) 
et unrealized gain (loss) on investments..... (1) (1) Net unrealized gain (loss) on investments ...... (2) 1 (1) 
Retirement benefits adjustment: Retirement benefits adjustment: 
Pensions Pensions 
Net actuarial gain (loss) «22.0.0... 702 (248) 454 Net actuarial gain (loss) and prior service 
Reclassification through amortization of credit cost) wet cOhieoe Lute ha Oke bite (1,141) 397 (744) 
actuarial (gain) loss and prior service Reclassification through amortization of 
(credit) cost to other operating actuarial (gain) loss and prior service 
expenses:* (credit) cost to other operating 
Actuarial (gain) loss ..........0::00 247 (89) 158 expenses: 
Prior service (credit) cost ............-.. R (4) 8 Actuarial (gain) LOSS tats ctetaniat 211 (77) B4 
Settlements/curtailments.............. 2 (1) 1 Prior service (credit) cost ..........000. 16 (6) 10 
OPEB Settlements/curtailments ............... 14 (4) 10 
Net actuarial gain (loss) ......00......0008 309 (115) 194 OPEB ae : 
Reclassification through amortization of Net actuarial gain (loss) and prior service 
actuarial (gain) loss and prior service credit. os ee ee (493) 178 (315) 
(credit) cost to other operating Reclassification through amortization of 
expenses:* actuarial (gain) loss and prior service 
Actuarial (gain) loss ..........0.0c00. 99 (36) 63 (credit cost to other operating 
Pri ice (credit) cost... 71 28 49 ae ra 
HOt eeities IEE cas ay ae Actuarial (gain) loss.........0:eeeeeee B (27) 46 
Net unrealized gain (loss) on retirement Prior service (credit) cost ..............2. (78) 29 (49) 
benefits adjustment ...........00.:::::00ee 1,294 (465) 829 ; ; ; 
a Net unrealized gain (loss) on retirement 
Total other comprehensive income (loss) ......... 1,531 $ (469) $ 1,062 benefits adjustment......0.0.0.0ccccceeeeee (1398) 490 (908) 
* These accumulated other comprehensive income amounts are included in Total other comprehensive income (loss) ........ § (1388) $ 491 $(897) 


net periodic pension and OPEB costs. See Note 7 for additional detail. 














* These accumulated other comprehensive income amounts are included in 
net periodic pension and OPEB costs. See Note 7 for additional detail. 





The noncontrolling interests’ comprehensive income (loss) was 
§2.1 million in 2018, $.3 million in 2017, and $(2.4) million in 
2016, which consisted of net income (loss) of $2.2 million in 
2018, $.1 million in 2017, and $(2.4) million in 2016 and 
cumulative translation adjustments of $(.1) million in 2018, 
§.2 million in 2017, and none in 2016. 


26. FAIR VALUE MEASUREMENTS 





Fair value is defined as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement 
date. To determine fair value, the company uses various 
methods including market and income approaches. The 
company utilizes valuation models and techniques that 
maximize the use of observable inputs. The models are 
industry-standard models that consider various assumptions 
including time values and yield curves as well as other 





economic measures. These valuation techniques are 
consistently applied. 


Level | measurements consist of quoted prices in active 
markets for identical assets or liabilities. Level 2 measurements 
include significant other observable inputs such as quoted 
prices for similar assets or liabilities in active markets; identical 
assets or liabilities in inactive markets; observable inputs such 
as interest rates and yield curves; and other market- 
corroborated inputs. Level 3 measurements include significant 
unobservable inputs. 


The fair values of financial instruments that do not 
approximate the carrying values at October 28, 2018 and 
October 29, 2017 in millions of dollars follow: 





2018 2017 


Carrying Fair 
Value Value” 





Carrying — Fair 
Value Value” 





Financing receivables — net: 
Equipment operations*™......... S$ 93S 91 
Financial services ............066-- 26,961 26,722 $25,104 $24,946 


Total cscscccsstisesagonterseaee ence $27,054 $ 26,813 $ 25,104 $24,946 
Financing receivables 


securitized — net: 
Equipment operations**......... S$ 76S B 





















































Financial services ............006-- 3,946 38955 4159 $ 4130 
TOtall ee snacnerageciovicwnss acees §$ 4,022 $ 3,968 S 4159 S 4,130 
Short-term securitization 
borrowings: 
Equipment operations*™......... S$ 2S 75 
Financial services ............006-- 3,882 3870$ 4119S 4,118 
MOtalle siikotee te dihidee tate ites S$ 3,957 $ 3945S 4119S 4118 
Long-term borrowings due 
within one year: 
Equipment operations*™......... S§ 970$ 9795 1154S 154 
Financial services ...............2. 5,427 5,411 6,064 6,079 
TO tall ecstatic Sa peaaeaissgtit bantite ace S 6,397 $ 6,390 S 6,218 S$ 6,233 
Long-term borrowings: 
Equipment operations*™......... S 4,714 $ 4,948 $ 5,491 $ 6,026 
Financial services ..............0.. 22,523 22,590 20,400 20,606 
WO talistepassatncceiersseedcesennens § 27,237 $27,538 $25,891 $26,632 








* Fair value measurements above were Level 3 for all financing receivables, 
Level 3 for equipment operations short-term securitization borrowings, and 
Level 2 for all other borrowings. 

** See Note 4. 





Fair values of the financing receivables that were issued 
long-term were based on the discounted values of their 
related cash flows at interest rates currently being offered by 
the company for similar financing receivables. The fair values 
of the remaining financing receivables approximated the 
carrying amounts. 


Fair values of long-term borrowings and short-term 
securitization borrowings were based on current market quotes 
for identical or similar borrowings and credit risk, or on the 


discounted values of their related cash flows at current market 
interest rates. Certain long-term borrowings have been 
swapped to current variable interest rates. The carrying values 
of these long-term borrowings included adjustments related to 
fair value hedges. 


Assets and liabilities measured at October 28, 2018 and 
October 29, 2017 at fair value on a recurring basis in millions 
of dollars follow: 









































2018* 2017* 
Marketable securities 
EQUItY PUIG: .-cccces ones Sevetonncnedeveetavecesstotund §S 46S 48 
Fixed income fund..............:c:ceeeeeeeeeeeeeeeeees 15 
U.S. government debt securities ................... N 77] 
Municipal debt securities ...............::ceeeeeeeeee 46 39 
Corporate debt securities ...............ceeeeeeee eee 140 135 
International debt securities.................e 10 20 
Mortgage-backed securities*” .............eeeee 137 118 
Total marketable securities.................::0eeeeeeeees 490 452 
Other assets 
Derivatives: 
Interest rate contracts ............ eee 80 116 
Foreign exchange contracts .............eeeseeeee eee 83 108 
Cross-currency interest rate contracts ............ 5 al 
MotalsasS@ts 8 acess ee thee es cee eek § 658 S$ 687 
Accounts payable and accrued expenses 
Derivatives: 
Interest rate CONtraCtS ........cccccecceceeeeeeeeeeeeee § 3508S 3B 
Foreign exchange contracts ............000eeeeeeeees 49 26 
Cross-currency interest rate contracts ............ ] 
Total liabilities 00... .0ccccceecccceecceeecceeeeeceeeeeeeeeeees S§ 399S 158 














* All measurements above were Level 2 measurements except for Level 1 


measurements of the equity fund of $46 million and $48 million at 
October 28, 2018 and October 29, 2017, respectively, the fixed income fund 
of $15 million at October 29, 2017, and U.S. government debt securities of 
S44 million and $44 million at October 28, 2018 and October 29, 2017, 
respectively. In addition, $8 million and $17 million of the international debt 
securities were Level 3 measurements at October 28, 2018 and October 29, 
2017, respectively. There were no transfers between Level 1 and Level 2 during 
2018 and 2017. 
Primarily issued by U.S. government sponsored enterprises. 
*** Excluded from this table were cash equivalents, which were carried at cost 
that approximates fair value. The cash equivalents consist primarily of money 
market funds and time deposits. 


** 








Fair value, recurring Level 3 measurements from available-for-sale 
marketable securities at October 28, 2018, October 29, 2017, and 
October 30, 2016 in millions of dollars follow: 





2018 2017 = 2016 








Beginning of year balance ..........00.:::::0008 $ 7S 28S 29 
PurchaSeS .........0.ccccceceececeececeseeceeeeneuene 25 
Principal payments ..............22200eeeeeeeeeeees (9) (13) (22) 
Change in unrealized gain (loss) ................. ] 2 (4) 
OTE oe. hadincacattemonnndadveduansemedetetnee ees (1) 

End of year balance .........000ccccccceeeeeeeeees $ 8S 7S 28 
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Fair value, nonrecurring measurements from impairments at 
October 28, 2018 and October 29, 2017 in millions of dollars 
follow: 





























Fair Value* Losses* 
2018 2017 2018 2017 2016 
Equipment on operating leases — net... $ 31 
Property and equipment — net ........ $ B 
Investments in 
unconsolidated affiliates.............. S$ 28 § 40S 12 
Other assets ......0..ccccceceeeceeeeeeeeeees S$ 29 








* Fair value at October 29, 2017 was a Level 1 measurement. See financing 
receivables with specific allowances in Note 12 that were not significant. 
See Note 5 for impairments. 





The following is a description of the valuation methodologies 
the company uses to measure certain financial instruments on 
the balance sheet at fair value: 


Marketable Securities - The portfolio of investments, except 
for the Level 3 measurement international debt securities, is 
primarily valued on a market approach (matrix pricing model) 
in which all significant inputs are observable or can be derived 
from or corroborated by observable market data such as 
interest rates, yield curves, volatilities, credit risk, and 
prepayment speeds. Funds are primarily valued using the 
fund's net asset value, based on the fair value of the 
underlying securities. The Level 3 measurement international 
debt securities are primarily valued using an income approach 
based on discounted cash flows using yield curves derived 
from limited, observable market data. 


Derivatives - The company’s derivative financial instruments 
consist of interest rate swaps and caps, foreign currency 
futures, forwards and swaps, and cross-currency interest rate 
swaps. The portfolio is valued based on an income approach 
(discounted cash flow) using market observable inputs, 
including swap curves and both forward and spot exchange 
rates for currencies. 


Financing Receivables — Specific reserve impairments are based 
on the fair value of the collateral, which is measured using a 

market approach (appraisal values or realizable values). Inputs 

include a selection of realizable values (see Note 12). 


Equipment on Operating Leases - Net - The impairments are 
based on an income approach (discounted cash flow], using 
the contractual payments, plus an estimate of equipment sale 
price at lease maturity. Inputs include realized sales values (see 
Note 5). 


Property and Equipment - Net - The impairments are 
measured at the lower of the carrying amount, or fair value. 
The valuations were based on a cost approach. The inputs 
include replacement cost estimates adjusted for physical 
deterioration and economic obsolescence (see Note 5). 


Investment in Unconsolidated Affiliates - Other than temporary 
impairments for investments are measured as the difference 


between the implied fair value and the carrying value of the 
investments. The fair value for publicly traded entities is the 
share price multiplied by the shares owned (see Note 5). 


Other Assets - The impairments are measured at the fair value 
of the matured operating lease inventory. The valuations were 
based on a market approach. The inputs include sales of 
comparable assets (see Note 5). 


27. DERIVATIVE INSTRUMENTS 





Cash Flow Hedges 

Certain interest rate and cross-currency interest rate contracts 
(swaps) were designated as hedges of future cash flows from 
borrowings. The total notional amounts of the receive- 
variable/pay-fixed interest rate contracts at October 28, 2018 
and October 29, 2017 were $3,050 million and $1,700 million, 
respectively. The total notional amounts of the cross-currency 
interest rate contracts were none and $22 million at 

October 28, 2018 and October 29, 2017, respectively. The 
effective portions of the fair value gains or losses on these 
cash flow hedges were recorded in OCI and subsequently 
reclassified into interest expense or other operating expenses 
(foreign exchange) in the same periods during which the 
hedged transactions affected earnings. These amounts offset 
the effects of interest rate or foreign currency exchange rate 
changes on the related borrowings. Any ineffective portions of 
the gains or losses on all cash flow interest rate contracts 
designated as cash flow hedges were recognized currently in 
interest expense or other operating expenses (foreign 
exchange) and were not material during any years presented. 
The cash flows from these contracts were recorded in 
operating activities in the statement of consolidated cash 
flows. 


The amount of gain recorded in OCI at October 28, 2018 that 
is expected to be reclassified to interest expense or other 
operating expenses in the next twelve months if interest rates 
or exchange rates remain unchanged is approximately 

$10 million after-tax. These contracts mature in up to 

26 months. There were no gains or losses reclassified from 
OCI to earnings based on the probability that the original 
forecasted transaction would not occur. 


Fair Value Hedges 

Certain interest rate contracts (swaps) were designated as fair 
value hedges of borrowings. The total notional amounts of 
the receive-fixed/pay-variable interest rate contracts at 
October 28, 2018 and October 29, 2017 were $8,479 million 
and $8,661 million, respectively. The effective portions of the 
fair value gains or losses on these contracts were offset by 
fair value gains or losses on the hedged items (fixed-rate 
borrowings). Any ineffective portions of the gains or losses 
were recognized currently in interest expense. The ineffective 
portions were losses of $2 million in both 2018 and 2016, and 
a gain of $3 million in 2017. The cash flows from these 
contracts were recorded in operating activities in the 
statement of consolidated cash flows. 





The gains (losses) on these contracts and the underlying 
borrowings recorded in interest expense follow in millions of 
dollars: 


Fair values of derivative instruments in the consolidated 
balance sheet at October 28, 2018 and October 29, 2017 in 
millions of dollars follow: 













































































2018 2017 2016 2018 2017 

Interest rate contracts*...........ceccee0eeee S (294) $ (284) $ 7 Other Assets 

BOMrOWIAGS®™ crscporcdeasncaphngartencceandetes 292 287 (9) Designated as hedging instruments: 

* Includes changes in fair values of interest rate contracts excluding net INferest rate: COMEPACS: soccscacedevescanncasaesvaasoeaseewees $ 29 $ 74 
accrued interest income of $11 million, $79 million, and $146 million during Cross-currency interest rate contractS..............00 5 
2018, 2017, and 2016, respectively. : 

** Includes adjustments for fair values of hedged borrowings excluding Total designated ...........cccieee ieee 29 79 
accrued interest expense of $246 million, $243 million, and $290 million Not designated as hedging instruments: 
during 2018, 2017, and 2016, respectively. Interest rate contracts ...........6...ccceeeee cece eeeeeeeee es 51 42 

tek . . Foreign exchange contracts............cccceeeeeeeeeeeee ees 83 108 
Derivatives Not Designated as Hedging Instruments Cross-currency interest rate contractS.........00...00 5 6 
The company has certain interest rate contracts (swaps and 

; Total not designated ..............:eeeeeeeeeeeeeeeee ees 139 156 
caps), foreign exchange contracts (futures, forwards and win 

swaps), and cross-currency interest rate contracts (swaps), Total derivative assets.........0cccceccccceeeeeeeeeeeeeeeees S$ 1168S 235 

which were not formally designated as hedges. These Accounts Payable and Accrued Expenses 

derivatives were held as economic hedges for underlying Designated as hedging instruments: 

interest rate or foreign currency exposures primarily for certain Interest rate contracts ............c ccc ceceee eee eeee eee ee ees $ 321 $ V2 

borrowings, purchases or sales of inventory, and below market Total designated ........0cccccccscseseesesesseseseseeeeeees 321 12 

retail financing programs. The total notional amounts of the : cae 

Not designated as hedging instruments: 

interest rate swaps at October 28, 2018 and October 29, 2017 Interest ae contracts te pecageeee teat aedeteteceatesent 29 19 

were $8,075 million and $6,757 million, the foreign exchange Foreign exchange contracts............cccseeeeeeeeeee ees 49 26 

contracts were $6,842 million and $8,499 million, and the Cross-currency interest rate contracts....0...00..00.0.. 1 

cross-currency interest rate contracts were $81 million and Total not designated 78 46 

66 million, respectively. The increase in the total notional = ks 
° p y Total derivative liabilities ....00....0.c.ccecceeeeceeeeeeeeeee S§ 399S$ 158 


amount of interest rate swaps primarily relates to the 
equipment operation's economic hedge of announced retail 
financing programs. The decrease in the total notional 
amounts of foreign exchange contracts primarily relates to the 
Wirtgen acquisition, which closed in December 2017 (see 

Note 4). At October 28, 2018 and October 29, 2017, there 
were also $66 million and $253 million, respectively, of 
interest rate caps purchased and the same amounts sold at 
the same capped interest rate to facilitate borrowings through 
securitization of retail notes. The fair value gains or losses 
from the interest rate contracts were recognized currently in 
interest expense and the gains or losses from foreign 
exchange contracts in cost of sales or other operating 
expenses, generally offsetting over time the expenses on the 
exposures being hedged. The cash flows from these 
non-designated contracts were recorded in operating activities 
in the statement of consolidated cash flows. 

















The classification and gains (losses) including accrued interest 
expense related to derivative instruments on the statement of 
consolidated income consisted of the following in millions of 
dollars: 





2018 2017 2016 





Fair Value Hedges 
Interest rate contracts — Interest expense....... S (283) $(205)$ 153 


Cash Flow Hedges 
Recognized in OCI 
(Effective Portion): 
Interest rate contracts — OCI (pretax)* ........... 7 4 (3) 
Foreign exchange contracts — OCI (pretax)* .... 2 (1) ] 


Reclassified from OCI 
(Effective Portion): 





Interest rate contracts — Interest expense*..... 5 (2) (7) 
Foreign exchange contracts — Other expense” ... ] (1) ] 
Recognized Directly in Income 

(Ineffective Portion) ................:::ceeeeeeeeeeeee ae aS a 
Not Designated as Hedges 

Interest rate contracts — Net sales ............... S$ 3 

Interest rate contracts — Interest expense*..... 4)S us. (il) 
Foreign exchange contracts — Cost of sales.... (24) (12) (15) 


Foreign exchange contracts — Other expense” 195 (106) 74 
170 $ (107)$ 58 


* Includes interest and foreign exchange gains (losses) from cross-currency 
interest rate contracts. 
** The amounts are not significant. 





Total not designated .............cccccceceeeeeees iS 











Counterparty Risk and Collateral 

Derivative instruments are subject to significant concentrations 
of credit risk to the banking sector. The company manages 
individual counterparty exposure by setting limits that consider 
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the credit rating of the counterparty, the credit default swap 
spread of the counterparty, and other financial commitments 
and exposures between the company and the counterparty 
banks. All interest rate derivatives are transacted under 
International Swaps and Derivatives Association (ISDA) 
documentation. Some of these agreements include credit 
support provisions. Each master agreement permits the net 
settlement of amounts owed in the event of default or 
termination. 


Certain of the company’s derivative agreements contain credit 
support provisions that may require the company to post 
collateral based on the size of the net liability positions and 
credit ratings. The aggregate fair value of all derivatives with 
credit-risk-related contingent features that were in a net 
liability position at October 28, 2018 and October 29, 2017, 
was $350 million and $132 million, respectively. In accordance 
with the limits established in these agreements, the company 
posted $59 million in cash collateral at October 28, 2018. No 
cash collateral was posted at October 29, 2017. 


Derivatives are recorded without offsetting for netting 
arrangements or collateral. The impact on the derivative assets 
and liabilities related to netting arrangements and any 
collateral paid at October 28, 2018 and October 29, 2017 in 
millions of dollars follows: 








Gross Amounts Netting Collateral Net 
Recognized = Arrangements Paid Amount 
2018 
Assets ........... S$ 168 S$ (65) $103 
Liabilities ....... 399 (65) S$ (59) 275 
2017 
Assets ........... S 235 S$ (65) S$ 170 
Liabilities ....... 158 (65) 93 





28. SEGMENT AND GEOGRAPHIC AREA DATA 





The company’s operations are presently organized and 
reported in three major business segments described as 
follows: 


The agriculture and turf segment primarily manufactures and 
distributes a full line of agriculture and turf equipment and 
related service parts, including large, medium and utility 
tractors; tractor loaders; combines, cotton pickers, cotton 
strippers, and sugarcane harvesters; harvesting front-end 
equipment; sugarcane loaders and pull-behind scrapers; tillage, 
seeding and application equipment, including sprayers, nutrient 
management and soil preparation machinery; hay and forage 
equipment, including self-propelled forage harvesters and 
attachments, balers and mowers; turf and utility equipment, 
including riding lawn equipment and walk-behind mowers, golf 
course equipment, utility vehicles, and commercial mowing 
equipment, along with a broad line of associated implements; 
integrated agricultural management systems technology and 
solutions; and other outdoor power products. 


The construction and forestry segment primarily manufactures 
and distributes a broad range of machines and service parts 
used in construction, earthmoving, road building, material 
handling, and timber harvesting, including backhoe loaders; 
crawler dozers and loaders; four-wheel-drive loaders; 
excavators; motor graders; articulated dump trucks; landscape 
loaders; skid-steer loaders; milling machines; recyclers; slipform 
pavers; surface miners; asphalt pavers; compactors; tandem 
and static rollers; mobile crushers and screens; mobile and 
stationary asphalt plants; log skidders; feller bunchers; log 
loaders; log forwarders; log harvesters; and related logging 
attachments. 


The products and services produced by the segments above 
are marketed primarily through independent retail dealer 
networks and major retail outlets. 


The financial services segment primarily finances sales and 
leases by John Deere dealers of new and used agriculture and 
turf equipment and construction and forestry equipment. In 
addition, the financial services segment provides wholesale 
financing to dealers of the foregoing equipment, finances 
retail revolving charge accounts, and offers extended 
equipment warranties. 


Because of integrated manufacturing operations and common 
administrative and marketing support, a substantial number of 
allocations must be made to determine operating segment and 
geographic area data. Intersegment sales and revenues 
represent sales of components and finance charges, which are 
generally based on market prices. 


Information relating to operations by operating segment in 
millions of dollars follows for the years ended October 28, 
2018, October 29, 2017, and October 30, 2016. In addition to 
the following unaffiliated sales and revenues by segment, 
intersegment sales and revenues in 2018, 2017, and 2016 were 
as follows: agriculture and turf net sales of $47 million, 

$39 million, and $31 million, construction and forestry net 
sales of none, $1 million, and $1 million, and financial services 
revenues of $308 million, $244 million, and $225 million, 
respectively. 





OPERATING SEGMENTS 2018 2017 2016 


Net sales and revenues 
Unaffiliated customers: 
Agriculture and turf net sales ........... S$ 23,191 $ 20,167 $ 18,487 











Construction and forestry net sales.... 10,160 5,718 4,900 
Total net sales................ccccceeeeees 33,351 25,885 23,387 
Financial services revenues ................-. 3,252 2,935 2,694 
Other revenues™ ............0.ccccceeeeeeee eee es 755 918 563 
WO tal sists ta iabidatecbhedioheidine hi ohaieboand S 37,358 $29,738 $26,644 








* Other revenues are primarily the equipment operations’ revenues for 
finance and interest income, and other income as disclosed in Note 31, net 
of certain intercompany eliminations. 





(continued) 
































OPERATING SEGMENTS 2018 2017 2016 OPERATING SEGMENTS 2018 2017 2016 
Operating profit Identifiable operating assets 
Agriculture and turf..........cccceeeeee S 2,816 $ 2,53 $ 1,719 Agriculture and turf..........cceeeeee S 10,161 $ 9,359 $ 8,405 
Construction and forestry ..............005 868 346 189 Construction and forestry ..............06.. 9,855 3,212 3,017 
Financial services* ...........00eeceeeeeeeeeees 792 715 701 Financial Services ............0eeeeeeeeeeeeeees 45,720 42,596 40,837 
Total operating profit** ...........c...:. L476 3,574 2,609 COPPOlate” teaca. .wssetnaciseemcaces saaaanand 4,372 10,619 5,659 
(afieece Wm iEs. ote deat io on nunca 80 55 48 TOtal.sacactetniaos sins tesecagh nde vedateaeatee dl $ 70,108 $65,786 $57,918 
Interest expense .............ceceeeeeeeeeeeees (298) (264) (251) * 





Foreign exchange gains (losses) from 
equipment operations’ financing 








ACEIVILIES! «eterna dasanneatedeasouavecsn iba 36 (12) (12) 
Pension and OPEB costs, excluding 

service cost component.................. (15) (31) (20) 
Corporate expenses — net............22204- (182) (192) (153) 
INCOME taXES....... 2.0.0 eeeeeeeeeeeeeeeeeeeeees (1,727) (971) (700) 

TOtaleyistetcceeadttectesitorestepuedantictuas (2,106) (1,415) (1,088) 
Net income.......... cee cece eeeeeeeeeeeene es 2,370 2,159 1,521 
Less: Net income (loss) attributable to 

noncontrolling interests .................. 2 (3) 





Net income attributable to 
Deere & Company ...........cc cece S$ 2,368 $ 2,159 S$ 1,524 


* Operating profit of the financial services business segment includes the 
effect of its interest expense and foreign exchange gains or losses. 

** Fiscal year 2017 and 2016 amounts were restated for the adoption of ASU 
No. 2017-07, Improving the Presentation of Net Periodic Pension Cost and 
Net Periodic Postretirement Benefit Cost. See Note 3. 











Interest income* 





Agriculture and turf...........cc cece S$ 4 $5 16 $ 12 
Construction and forestry ...............05 33 1 1 
Financial Services ............0eeeeeeeeeeeeeees 1,998 1,77 1,650 
CORPORAGE a vatecaceutianrchstiets Sbwates ihoabne 80 55 48 
Intercompany .............06cceeeeeeeeeeeeeeees (331) (268) (240) 

NO tdllacceossuaceat aces saacecendeaasatecaniaceay $ 1794 $ 1575 $ 1,471 








* Does not include finance rental income for equipment on operating leases. 





Interest expense 




















Corporate assets are primarily the equipment operations’ retirement 
benefits, deferred income tax assets, marketable securities, and cash and 
cash equivalents as disclosed in Note 31, net of certain intercompany 
eliminations. 





Capital additions 

















Agriculture and turf...........ccc cece S 675 $ 485 $ 556 
Construction and forestry ..............064. 308 4 15 
Financial services ............0.0.0eceeeeeeeees 2 3 3 
TOtalliicscuucaencecace secantonsenuestecteane nae S$ 985 $ 602 S$ 674 
Investments in unconsolidated 
affiliates 
Agriculture and turf..........ccccceeeeeee $ 26 S$ 25 S$ 56 
Construction and forestry ..............06. 166 143 165 
Financial services ............0.ccceceeeeeeeees 15 14 ]2 
D (0) || eee ee a Ree een ren S$ 207 $ 182 $ 233 











The company views and has historically disclosed its 
operations as consisting of two geographic areas, the U.S. and 
Canada, and outside the U.S. and Canada, shown below in 
millions of dollars. No individual foreign country’s net sales 
and revenues were material for disclosure purposes. 





GEOGRAPHIC AREAS 2018 2017 2016 





Net sales and revenues 
Unaffiliated customers: 
U.S. and Canada: 




















Equipment operations net sales (88%)* $18,847 $ 15,031 $ 14,376 
Financial services revenues (79%)* 2,785 2,526 2,366 

TO tal betes einstein dica Syrastate then daiendies 21,632 17,557 16,742 

Outside U.S. and Canada: 

Equipment operations net sales..... 14,504 10,854 9,01] 
Financial services revenues........... 467 409 328 

i [0] =) [ene Ror ne ee ne 14,971 11,263 9,339 

Other revenues ..............ccccceeeeeeeeeeees 755 918 563 
TOGA ieee sesun senatnettas senateattaatnnccecenenenates $37,358 S$ 29,738 $26,644 








* The percentages indicate the approximate proportion of each amount that 
relates to the U.S. only and are based upon a three-year average for 2018, 
2017, and 2016. 


























Agriculture and turf...........cccceeeee S 229 $ 182 S$ 173 
Construction and forestry .............0.05 7 53 44 
Financial Services ...........:0eeeeeeeeee neers 937 669 536 
GORPONAGE:. Saisosi aig bf acon dd Spaadnctundelene beth 298 264 25 
Intercompany ...........0.600cseeeeeeeeeeeeeees (331) (268) (240) 
TOtal 8 .dcctarsshcemaresaaghcaetaeiataaeieandets $ 1204 $ 900 S$ 764 
Depreciation* and amortization 
expense 
Agriculture and turf..........ccc cece S 723 $ 695 $ 667 
Construction and forestry ...............0 251 145 136 
Financial Services ............0eeeeeeeeeee ees 953 876 757 
NOtal atch acer eta eet tet ieee § 1,927 S$ 1,716 $ 1,560 
* Includes depreciation for equipment on operating leases. 
Equity in income (loss) of 
unconsolidated affiliates 
Agriculture and turf...........ccceeeeee S$ 6 $ 2 $5 9 
Construction and forestry .............2224. 19 (27) (13) 
Financial Services ............00eeeeeeeeeeeeees 2 1 2 
Te tabaistapatienSs hse dan cintdcvetavacats $27 $ (24) $ (2) 
(continued) 





(continued) 


73 


74 











Quarterly information with respect to net sales and revenues 
and earnings is shown in the following schedule. The 
company’s fiscal year ends in October and its interim periods 
(quarters) end in January, April, and July. Such information is 
shown in millions of dollars except for per share amounts. 





GEOGRAPHIC AREAS 2018 2017 2016 
Operating profit* 
U.S. and Canada: 
Equipment operations..............005. § 2,356 $ 1,754$ 1,328 
Financial services.............2.0.0ec0e0s 604 515 543 
WOta lecscanes trie caste st acted 2,960 2,269 1,871 





Outside U.S. and Canada: 


Equipment operations .................. 1,328 1,105 580 








Financial services.............2.0.0ee0e0s 188 200 158 
TO ld livfenideos tetas: cuthePeattessatian 1,516 1,305 738 
WO tall. ccc. csatietsectes ccatstamekteeeaens $ 4,476 S$ 3574S 2,609 








* Fiscal year 2017 and 2016 amounts were restated for the adoption of FASB 
ASU No. 2017-07, Improving the Presentation of Net Periodic Pension Cost 
and Net Periodic Postretirement Benefit Cost. See Note 3. 





Property and equipment 





WES; hehe, SRiohiaudateuveteestinesa vase antedioed S$ 3,031 $ 2,976 S 3,077 
GOLAN setts, ntact vactatnathicetentaetamenehe 1,164 598 569 
Other countries .............0.0cceceeeeeeee sees 1,673 1,494 1,525 

WO PAL sacacecsssiciodeicts anc baehite ve kcdeaeaetdeateukh $5,868 $ 5068S 5,171 











29. SUPPLEMENTAL INFORMATION (UNAUDITED) 





The $1 par value common stock of Deere & Company is listed 
on the New York Stock Exchange under the symbol “DE”. At 

October 28, 2018, there were 20,559 holders of record of the 
company’s $1 par value common stock. 


First Second Third Fourth 
Quarter Quarter Quarter Quarter 





2018 
Net sales and revenues............... $ 6,913 $10,720 $10,309 $ 9,416 
INGE Sal@Ssciseiscess sc8e ld cnedeteaee haces. 5,974 9,747 9,287 8,343 
GOSS: PrOfite.cecccvesase essere tease wanee. 1269 2,414 2,134 1,962 
Income before income taxes ........ 518 1,384 1,190 979 
Net income (loss) attributable to 
Deere & Company ............2..4. (535) 1,208 910 785 
Per share data: 
BaSIGeuusesnanczaac akaeh emus aangene (1.66) 3.73 2.81 2.45 
Dilted asecccisscdeavenedede igen under: (1.66) 3.67 2.78 2.42 
Dividends declared ................. .60 .60 .69 .69 
Dividends paid............. ee .60 .60 .60 69 
2017* 
Net sales and revenues............... $5,625 S$ 8,287 $7,808 S$ 8,018 
etsy: | (cee 4698 7,260 6,833 7,094 
Gross: Protit** 2. csacceseaet eackanees 916 =—:1,832,—Sss« 1,585: 1,686 
Income before income taxes ........ 328 1,169 890 767 
Net income attributable to 
Deere & Company .................. 199 808 642 510 
Per share data: 
BaSiGenusuinanezaacsakaeh emus hacetes 63 2.53 2.00 1.59 
Dilted e2secccissetsavanttudsstenunden: 62 2.50 1.97 1.57 
Dividends declared ................. .60 .60 .60 .60 
Dividends paid.............eeeee .60 .60 .60 .60 





Net income per share for each quarter must be computed independently. As a 

result, their sum may not equal the total net income per share for the year. 

* See Note 5 for “Special Items.” 

** Amounts restated for the adoption of ASU No. 2017-07, Improving the 
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement 
Benefit Cost. See Note 3. 


30. SUBSEQUENT EVENTS 








A quarterly dividend of $.76 per share was declared at the 
Board of Directors meeting on December 5, 2018, payable on 
February 1, 2019 to stockholders of record on December 31, 
2018. The new quarterly rate represents an increase of 7 cents 
per share over the previous level, or approximately 10 percent. 


In November 2018, the company’s financial services operations 
entered into a retail note securitization using its bank conduit 
facility that resulted in securitization borrowings of 
approximately $1,245 million. 


31. SUPPLEMENTAL CONSOLIDATING DATA 


INCOME STATEMENT 
For the Years Ended October 28, 2018, October 29, 2017, and October 30, 2016 
(In millions of dollars) 



































EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2018 2017 2016 2018 2017 2016 

Net Sales and Revenues 
INGE SACS ,.c.21 1h bobcats uesnaddadda bande roeeenstnunebediseumie hese smadinoitaen i $ 33,350.7 $ 25,885.11 $ 23,387.3 
Finance and interest inCOMe.............cceccceeeeceeeeceeeeeeereceeereeeees 126.3 77 611 $ 330.45 2,928.25 2,690.1 
OTN EF INEOME strict nincedadat a mavieda ache on.y Meat ecdeb ies dame mae YS 874.5 1,065.0 653.7 248.6 250.9 229.0 

Otel ichsiatorei ta dee taGne ed ieee sie sthiet ees aaaeed hale bape dt sabes teat 34,3515 27,021.8 24,102.1 3,560.0 3,179.1 2,919.1 
Costs and Expenses 
GOSE OF SALES: sates. oy udiealselnedu cians henieeonnaad 4) dedegeinh gee diannageodsony 25,573.0 19,867.9 18,198.0 
Research and development expenses ..............0seeereeeeeeeeeeteeeeees 1,657.6 1,372.5 1,393.7 
Selling, administrative and general expenses ..............00seeeeeee eee 2,934.9 2,555.0 2,282.6 527.9 549.2 515.9 
[EEKESESEXPONSE:2idiap dad cndesriaadnts ganas sombre eeadeanlleedlveinanaiedagys 297.8 263.7 250.5 936.6 669.2 536.5 
Interest compensation to Financial Services ...............:0eeeeeeeeeeee 299.8 234.5 216.6 
Other operating expenses ..............cceeeeeeeeeeeeeeeeeeeeeeeeeeeeneeeeees 315.4 295.2 243.8 1,297.8 1,239.9 1,159.6 

WO ba atte tetas aden ane aha eee ese. ce eeuaeaiin senators cine eae taaete staat 31,078.5 24,588.8 22,585.2 2,762.3 2,458.3 2,212.0 
Income of Consolidated Group before Income Taxes................. 3,273.0 2,433.0 1,516.9 797.7 720.8 707.1 
Provision (credit) for income taxes ..............eeeeeeeeeeeeteetetetterees 1,869.2 726.0 459.0 (142.3) 245.1 241.1 
Income of Consolidated Group .....................000ccseeeeeeeeeeeeeeeees 1,403.8 1,707.0 1,057.9 940.0 475.7 466.0 
Equity in Income (Loss) of Unconsolidated Subsidiaries and Affiliates 

FindnGiall SCrvices:..siecteiss se wacuks claus aed nattie dete oats t lie 942.0 476.9 467.6 2.0 1.2 1.6 

PNG estat ghost casteeeng ths oadotade aeteeeats tee teeta 24.8 (24.7) (4.0) 

Otel, tessa cer teee cts eees cee eeaeeeetn ek oe te aes eels. arte 966.8 452.2 463.6 2.0 1.2 1.6 

Net IncOme ss: i5e2 sant shbiatisncuhidiMSteabahsntr cons authiecndidanureciraas 2,370.6 2,159.2 1,521.5 942.0 476.9 467.6 
Less: Net income (loss) attributable to noncontrolling interests .... 2.2 J (2.4) 
Net Income Attributable to Deere & Company ........................ S 23684 $ 21591 $ 15239 $ 94205 476.95 467.6 











* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in Note 1 
to the consolidated financial statements. The consolidated group data in the ‘Equipment Operations” income statement reflect the results of the agriculture 
and turf operations and construction and forestry operations. Transactions between the ‘Equipment Operations” and “Financial Services” have been eliminated 
to arrive at the consolidated financial statements. 
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31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 





BALANCE SHEET 
As of October 28, 2018 and October 29, 2017 
(In millions of dollars except per share amounts) 


ASSETS 

Cash: and cash equivalent wiscccscsssevecees cae iv ucees sseeradee ds assariearsarevaanteceesees 
Marketable securities ..........0. 00.0. cccecccceceececeeeetuseeteseeteseeeeceeeeteeeeenteeeneas 
Receivables from unconsolidated subsidiaries and affiliates ....................0... 
Trade accounts and notes receivable — net ..........0...0cc ccc eceeeececeececeereceenees 
inancing receivables — net ............ceceeeeeeceeeeeeeeeeeeeeeeeeeeeeeaeeeeeneeeeeeeeees 
inancing receivables securitized — net..............cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 
HORE COIN AD Scie dnearstnwaancstoacumumeetwastananaatadeduteanecetenenadtaeveapesiedeeates 
Equipment on operating leases — net ..........ccceeseeeeeceeeeeeeeeeeeneeeeneeteeeeeeed 
WAVER TOT CS 422d at ht eae ees te ne ete edd tated tet agin te a ee 
operty and equipment — net .......... cee cee eeeeeeeeeeeeeeceeeeeeeeeeeeaeeeteeeeeeeees 
Investments in unconsolidated subsidiaries and affiliates ..................0..0.00008 
GOW I cassettes tele deers eeatctcld esc stnatcracd tceshatectnaantoteeunsial aeleatetPe saute stead pao caesar 
Other intangible assets — Met...........ecceeeeeeeeeceeeeeceeeeeeeeeeeeeeeeeeeeeeeeeeenaes 
Retirement benefits............0.0cccc ccc eccec ec ecece svete ceececeeeeteeeetseeeceeeeenteeeeees 


‘as (eo 9 | 


a3! 





LIABILITIES AND STOCKHOLDERS’ EQUITY 


LIABILITIES 

Short-term: DOMmOWINGS sisccctsaccscaseuk saces onde mgneds oeesinndeeies yaedeaeeiedasaraneedse 
Short-term securitization borrowings ..............cseeeeeeeeeeeeeeeeneeeeeeeeeeneeeennes 
Payables to unconsolidated subsidiaries and affiliates .......0......... eee 
Accounts payable and accrued expenses ............cecceeeeeeeeeeeeeeeeeeeeeeeeeeeeees 
Deferred incOMme taxes: 2. sic.eccwcin ib bbbe did ahdet vi andddl ae dilaadiedts coe 
ONG-terM DOMOWINGS:. ssasiscrscnastanwer deserts amsarmaneds 4ysaaedeeeagynet hanes 
Retirement benefits and other liabilities...0...... ees 


WOtall Wie DiS ete, a8 saat e othe Acerca a cantactaaetaumneoseas 


Commitments and contingencies (Note 22) 
Redeemable noncontrolling interest (Note 4).........0..000cccccecceeeeeeeee eee eeeeeees 


STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 

issued — 536,431,204 shares in 2018 and 2017), at paid-in amount ........... 
Common stock in treasury, 217,975,806 shares in 2018 

and 214,589,902 shares in 2017, at COSt...0..... eens 
Retained GarninGS <i sic esheets nlaiedeituagiddeesntyauceetacnseeesecneaedetesSadeed 
Accumulated other comprehensive income (loss) ...............::::0s0eeeeeeeeeeeeeees 








Total Deere & Company stockholders’ equity.............eccceeeeeeeeeeeeeeeeeeeeeeees 
Noncontrolling interests ............cccceeeeeceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeneeenereees 


Total stockholders’ equity............-cccceeeeeeeeeeeeeeneeeeeeeeeeeeeeseneeeeeeteees 
Total Liabilities and Stockholders’ Equity........................ccccseeeeeeeeeeee eens 


EQUIPMENT OPERATIONS* 


FINANCIAL SERVICES 
































2018 2017 2018 2017 
§ 3,194.8 S$ 8,168.4 $ 709.2 S$ 1,166.5 
8.2 20.2 481.9 431.4 
1,700.4 1,032.1 
[37334 876.3 4,906.4 4,134.1 
93.1 26,961.0 25,104.1 
76.1 3,945.3 4,158.8 
1,009.7 1,045.6 775.7 195.5 
7,165.4 6,593.7 
6,148.9 3,904.1 
5,820.6 5,017.3 46.9 50.4 
5,231.2 4,812.3 15.2 13.8 
3,100.7 1,033.3 
1,562.4 218.0 
1,241.5 538.1 56.8 16.9 
1,502.6 3,098.8 69.4 79.8 
1,132.8 973.9 587.1 651.4 
$ 33,196.7 $ 30,738.4 $ 45,720.3 $ 42,596.4 
S$ 1,434.0 $ 375.5 S 9,627.4 $ 9,659.8 
75.6 3,881.7 4,118.7 
128.9 121.9 1,678.7 996.2 
9,382.5 7,718.1 2,055.7 1,827.1 
496.8 115.6 823.0 857.7 
4,713.9 5,490.9 22,523.5 20,400.4 
5,659.8 7,341.9 91.2 92.9 
21,891.5 21,163.9 40,681.2 37,952.8 
14.0 14.0 
4,474.2 4,280.5 2,099.5 2,099.1 
(16,311.8) (15,460.8) 
27,553.0 25,301.3 3,257.2 2,782.0 
(4,427.6) (4,563.7) (317.6) (237.5) 
1,287.8 9,557.3 5,039.1 4,643.6 
3.4 3.2 
11,291.2 9,560.5 5,039.1 4,643.6 
$ 33,196.7 $ 30,738.4 $ 45,720.3 $ 42,596.4 











* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The ‘Equipment Operations” reflect the basis of consolidation described in 
Note 1 to the consolidated financial statements. Transactions between the “Equipment Operations” and ‘Financial Services’ have been eliminated to arrive at 


the consolidated financial statements. 


31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


STATEMENT OF CASH FLOWS 
For the Years Ended October 28, 2018, October 29, 2017, and October 30, 2016 
(In millions of dollars) 





EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2018 2017 2016 2018 2017 2016 





Cash Flows from Operating Activities 
INGE INCOME g.s2 snancisnes ashen ttndgcnetandsncsencaesnasd tal SGakaaatie i assadgadd. dubai $ 2,370.6 $ 2,159.2 $ 1,521.5 $ 9420 $ 476.9 S$ 467.6 
Adjustments to reconcile net income to net cash provided by 

operating activities: 
































Provision for credit losS@S. 2.2. ccc cos eeceeeni ena geile nie cena 39.4 9:9 8.2 51.4 88.4 86.1 
Provision for depreciation and amortization...............cceeeeeeeeeeeeee ees 974.4 839.3 803.4 1,077.3 984.3 846.7 
Impairment Charges. .xecvnsoce. savin ecwcnslaetaveacavcees stegessos Pawadeedeseangie 39.8 25.4 59.7 
Gain on sale of affiliates and investments............::::cceeeeeeeeeeeeeeeees (25.1) (375.1) (74.5) 
Undistributed earnings of unconsolidated subsidiaries and affiliates ... (502.8) (125.0) 94.0 (1.8) (1.1) (1.5) 
Provision (credit) for deferred income taxeS..............ceeeeeeeeeeee eres 1,503.7 (6.7) 13.2 (23.8) 106.8 269.5 
Changes in assets and liabilities: 
Trade receivables and Equipment Operations’ financing receivables (239.1) (243.9) (175.3) 
WVOHEORIES sea candes otimcunee cos opegdene cnenseiline saat dabbascrsyduasteceesoseeenat (917.2) (504.3) 578.4 
Accounts payable and accrued expenses ............0.:0:000eseeeeeeeeeeees 792.6 946.2 (169.6) 120.0 93.9 40.6 
Accrued income taxes payable/receivable ...............:0:0:0eceeeeeeeeees 102.8 (122.7) 18.2 (569.0) 38.5 (11.2) 
Retirement benefits ........00....00ccccceeceeeeeeeeeeeeeteeeeeetseeeeeteeees (984.8) (39.2) 232.4 (41.3) 73 6.2 
EMG cites caldaapeigaiemacieencetne clit adalat nei sdiene tgs Galas an acti ee cs tects 164.4 (139.5) 36.5 88.0 81.5 97.1 
Net cash provided by operating activities ..............eceeeeeeeeeee 3,278.9 2,438.0 2,911.8 1,642.8 1,876.5 1,860.8 
Cash Flows from Investing Activities 
Collections of receivables (excluding trade and wholesale)................... 17,032.3  15,963.2 —-15,831.4 
Proceeds from maturities and sales of marketable securities................ 11.4 297.9 81.9 65.2 106.3 87.5 
Proceeds from sales of equipment on operating leases .................060 1,482.7 1,440.8 1,256.2 
Proceeds from sales of businesses and unconsolidated affiliates, net of 
GCaSi SOldjsacaccehh scare coh ansraras casa daen sete veiteantentetasenentetaccaegecaants 155.6 113.9 81.1 
Cost of receivables acquired (excluding trade and wholesale)............... (18,777.6) (16,799.9)  (15,168.2) 
Acquisitions of businesses, net of cash acquired................00000eeeeeeeees (5,245.0) (284.2) (198.5) 
Purchases of marketable securities .......0..0..cccccceeeeeeeeeeeeetetetttettteeees (59.4) (132.8) (118.0) (111.8) 
Purchases of property and equipment ..................00000eeeeeeeeeeeeeeeeeeees (893.0) (591.4) (641.8) (3.4) (3.5) (2.6) 
Cost of equipment on operating leases acquired ...............2.cccceeeeeeeee (3,209.3) (3,079.8) (3,235.7) 
Increase in investment in Financial Services ...............ce00eeeeeeeeeeeeteeees (.4) (20.0) (28.2) 
Decrease (increase) in trade and wholesale receivables ................000++ (1,222.4) (379.9) 492.5 
UME es chan, cc cstiet cease ete tah hunantehe cainaty ccepasiconcck boat endaces dey sae 7.7 (32.7) (55.2) (73.5) (26.5) 24.6 
Net cash used for investing activities .............ccceeeeeeeeeees (5,953.7) (516.5) (820.1) (4,838.8) (2,897.3) (826.1) 
Cash Flows from Financing Activities 
Increase (decrease) in total short-term borrowings ..............:c:cssses2208+ 16.1 64.5 (207.2) 457.1 1,246.1 (1,006.4) 
Change in intercompany receivables/payables ..................::2ccceeeeee eee (748.0) 2,142.0 (756.0) 748.0 — (2,142.0) 756.0 
Proceeds from long-term borrowingS ............0.:eeeeeeeeeeeeeeeeeeeeeeennees 148.5 1,107.0 173.4 8,139.3 7,595.2 4,897.3 
Payments of long-term borrowingS ..............2cccceeeeeeeeeeeeeeeeeeeeeeeeeeees (163.4) (66.3) (72.8) (6,081.9) (5,330.7) (5,194.8) 
Proceeds from issuance of common stock .........0.c eee 216.9 528.7 36.0 
Repurchases of common Stock.............ccccccceeeeeeee eee eeeteeeeeeeeeeeeeeeeees (957.9) 6.2) (205.4) 
Capital investment from Equipment Operations...............0.:ccseeeeeeeeeees 4 20.0 28.2 
Dividends paid .............eeeeeeeeeeeeeeeeeneeeteeeeeeeeeeeeeeeeeeeeeeeetntnnennneees (805.8) (764.0) (761.3) (463.7) (365.2) (562.1) 
OGM GR eh ccinteee tetrad bat aneecntcteneasatet egies cs een teon Meeaceutoeetae ont (60.0) (54.4) (36.7) (32.5) (33.4) (28.0) 
Net cash provided by (used for) financing activities................. (2,353.6) 2,951.3 (1,830.0) 2,766.7 990.0 (1,109.8) 
Effect of Exchange Rate Changes on Cash and Cash Equivalents ........ 54.8 155.1 (21.2) (28.0) 2.0 8.2 
Net Increase (Decrease) in Cash and Cash Equivalents ...................... (4,973.6) 5,027.9 240.5 (457.3) (28.8) (66.9) 
Cash and Cash Equivalents at Beginning of Year ........................00-5 8,168.4 3,140.5 2,900.0 1,166.5 1,195.3 1,262.2 
Cash and Cash Equivalents at End of Year ..................0000ccccccceeeeees S 31948 $ 81684 $ 3140.5 $ 709.2 $ 1,166.5 $ 1,195.3 














* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in Note 1 
to the consolidated financial statements. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at the 
consolidated financial statements. 
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DEERE & COMPANY 
SELECTED FINANCIAL DATA 
(Dollars in millions except per share amounts) 















































2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 
Net sales and revenues ..........00 ees $37,358 $29,738 $26,644 $28,863 $36,067 $37,795 $ 36,157 $32,013 $26,005 $ 23,112 
Net Sales i desiacciietestniisgh.d.stenardasedsandentemses 33,351 25,885 23,387 25,775 32,961 34,998 33,501 29,466 23,573 20,756 
Finance and interest income..........00......0006 3,107 2,732 2,5] 2,381 = 2,282 2,115 1,981 1,923 1,825 = 1,842 
Research and development expenses*™ ............ 1,658 1,373 1,394 1,410 1,437 1,445 1,409 1192 1,005 965 
Selling, administrative and general expenses**... 3,456 3,098 2,79 2,868 3,266 3,558 3,369 3,143 = 2,926 =. 2,753 
nterest exXPeMse ...... ee eee 1,204 900 764 680 664 74I 783 759 811 1,042 
Net INGOMG™ s.acdtes cect whee. fieawladeas pias bedens cass 2,368 = 2,159 1524 1,940 3162 3,537 3,065 2,800 1,865 873 
Return on net sales......... ee 7.1% 8.3% 6.5% 7.5% 9.6% 10.1% 9.1% 9.5% 7.9% 4.2% 
Return on beginning Deere & Company 
stockholders’ equity ..........00. eee 24.8% 33.1% 22.6% 21.4% 30.8% 51.7% 45.1% 44.5% 38.7% 13.4% 
Comprehensive income (loss)*...............0:0.008 3,221 3,221 627 994 2,072 5,416 2171 2,502 2,079 (1,333) 
Net income per share — basic® ......0......00ee S 7345 6765 483 S$ 5818 871S$ 918 S$ 7.725 671$ 440 S$ 2.07 
- diluted* ...... ee. 7.24 6.68 4.8] 5.77 8.63 9.09 7.63 6.63 4.35 2.06 
Dividends declared per share...............0:ee00eees 2.58 2.40 2.40 2.40 2.22 1.99 1.79 1.52 1.16 1.12 
Dividends paid per share........0..... ee 2.49 2.40 2.40 2.40 2.13 1.94 1.74 1.41 1.14 1.12 
Average number of common 
shares outstanding (in millions) — basic ........ 322.6 319.5 315.2 333.6 + =363.0 = 385.3 397.1 417.4 4240 422.8 
- diluted...... 327.3 323.3 316.6 336.0 366.1 389.2 401.5 422.4 428.6 424.4 
TOtall:ASSOtS ie: i sewn deshoadarmnceehegiaten teneecaoneenee $70,108 $65,786 $ 57,918 $57,883 $ 61,267 $59,454 $ 56,193 $48,146 S$ 43,186 $41,023 
Trade accounts and notes receivable - net....... 5,004 3,925 3,011 3,051 3,278 3,758 3,799 3,295 3,464 2,617 
Financing receivables - net............... cee 27,054 25,104 23,702 24,809 27,422 25,633 22,159 19,924 17,682 15,255 
Financing receivables securitized - net............ 4,022 4,159 5,127. 4,835 4,602 4,153 3,618 2,905 2,238 3,108 
Equipment on operating leases — net.............. 7,165 6,594 5,902 4,970 4,016 3,152 2,528 = 2,150 1,936 ~~ 1,733 
IMVENTONIES 2. itet aie ecedh bite teebe nets 6,149 3,904 3,341 3,817 4210 4,935 5,170 4371 3,063 2,397 
Property and equipment - net ..........00.ee 5,868 5,068 5,17] 5,181 5,578 5,467 5,012 4,352 3,791 4,532 
Short-term borrowings: 
Equipment operations............0.... ee 1,434 375 249 464 434 1,080 425 529 85 490 
Financial services...............0:: eee 9,628 9,660 6,662 7,961 7,584 7,707 5,966 6307 5,239 3,535 
TOtall csi cichithihihiy coubsbhivendnlinieta daa 11,062 10,035 6,911 8425 8018 8,787 6,391 6,836 5,324 4,025 
Short-term securitization borrowings: 
Equipment operations................:.:: eee 75 
Financial services...............0c eee 3,882 419 4998 4585 4553 4103 3569 2,773 2,204 3,126 
NOt ate acnnye inte teeeeaertantdest on tenttece 3,957 419 4998 4585 4553 4103 3569 2,773 2,204 3,126 
Long-term borrowings: 
Equipment operations........000.0...c ee 474 5491 4565 4439 4619 4,845 5,418 3,155 3,316 3,058 
Finahclal ‘ServiCeS..sevscisccstcievesceder cess vscaxessas 22,523 20,400 19,138 19,336 19,699 16,673 16,970 13,764 13,424 14,232 
TO tall: 7 ccasdterraceshadteananaceaGinesscemsueatoseges 27,237 25,891 = 23,703 23,775) 24,318 = 21,518 = 22,388 ~=—16,919 16,740 17,290 
Total Deere & Company stockholders’ equity..... 1,288 9,557 6,520 6,743 9,063 10,266 6,842 6800 6,290 4,819 
Book value per share* .......... ee $ 35.45 $ 29.70 $ 20.71 $ 21.29 $ 26.23 $ 27.46 $ 17.64 $ 16.75 $ 14.90 $ 11.39 
Capital expenditures .............00 ee $ 969 S$ 586 $ 668 $ 655 $ 1,004 $ 1,132 $ 1360 $1050 $ 795 $ 767 
Number of employees (at year end) ..........00.... 74,413 60,476 56,767 57,180 59,623 67,044 66,859 61,278 55,650 51,262 





* Attributable to Deere & Company. 


** Restated balances for adoption of ASU No. 2017-07, Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost. 


See Note 3. 


NOTHING RUNS 
LIKE A DEERE 


On the cover: The new 60-ft: 1895.no-till 
air seeder enables growers to plant more 
acres. with. greater speed.and precision: 
Itts nearly 40 percent wider than 
previous models and incorporates new. 
technologies designéd to improve seed 
and fertilizer placement. 
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